93-1
SHORT SUPPLY/ ANTl-lNFLATlQN‘ EXPORT CONTROLS

HEARINGS

BEFORE THE

SUBCOMMITTEE ON. INTERNATIONAL TRADE

* ' OF THE

GOMMITTEE ON BANKING AND GURRENCY
HOUSE oF REPRESENTATIVES

NINETY-THIRD CONGRESS.

FIRST SESSION
" . oON -

_H.R. 5769

A BILL TO AMEND THE EXPORT ADMINISTRATION ACT )
OF 1969, TO PROTECT THE DOMESTIC ECONOMY" FROM THE
EXCESSIVE DRAIN OF SCARCE MATERIALS AND. COMMOD-
ITIES AND TO REDUCE THE SERIOUS INFLATIONARY IM-

‘ PACT OF ABNORMAL FOREIGN DEMAND

MARCH 21, 22,23; 'AND MAY 15, 1973

Printed for the use of the

Committee on Banking and Currency
!

' _ DEPARTMENT OF COMMERCE LIBRARY, .
LAW. BRANCH

&



SHORT SUPPLY /ANTI-INFLATION EXPORT CONTROLS

- HEARINGS

BEFORE THE,

SUBCOMMITTEE ON INTERNATIONAL TRADE

OF THE -

COMMITTEE ON BANKING AND CURRENCY
HOUSE OF REPRESENTATIVES -

NINETY-THIRD CONGRESS

FIRST SESSION
)

H.R. 5769

A BILL TO AMEND THE EXPORT ADMINISTRATION ACT

‘OF 1969, TO PROTECT THE DOMESTIC ECONOMY FROM THE

EXCESSIVE DRAIN OF SCARCE MATERJALS AND COMMOD-

ITIES AND TO REDUCE THE SERIOUS INFLATIONARY IM-
PACT OF ABNORMAL FOREIGN DEMAND

MARCH 21, 22, 23; AND MAY 15, 1973

Printed for the use of the
Committee on Banking and Currency

&

U.S. GOVERNMENT. PRINTING OFFICE
95-816 O WASHINGTON : 1973



COMMITTEE ON BANKING AND CURRENCY
WRIGHT PATMAN, Texas, Chairman

WILLIAM A. BARRETT, Pennsylvania WILLIAM B. WIDNALL, New Jersey

LEONOR K. (MRS. JOHN B.) SULLIVAN, ALBERT W. JOHNSON, Pennsylvania
Missourt J. WILLIAM STANTON, Ohio

HENRY S. REUSS, Wisconsin BEN B. BLACKBURN, Georgia

THOMAS L. ASHLEY, Ohio GARRY BROWN, Michigan

WILLIAM S. MOORHEAD, Pennsylvania LAWRENCE G. WILLIAMS, Pennsylvania

ROBERT G. STEPHENS, JR., Georgia CHALMERS P. WYLIE, Ohio

FERNAND J. ST GERMAIN, Rhode Island MARGARET M. HECKLER, Massachusetts

HENRY B. GONZALEZ, Texas PHILIP M. CRANE, Illinois

JOSEPH G. MINISH, New Jersey JOHN H. ROUSSELOT, California

RICHARD T. HANNA, California STEWART B. MCKINNEY, Connecticut

TOM S. GETTYS, South Carolina BILL FRENZEL, Minnesota

FRANK ANNUNZIO, Illinois ANGELO D. RONCALLO, New York

THOMAS M.REES, California JOHN B. CONLAN, Arizona

JAMES M. HANLEY, New York CLAIR W. BURGENER, California

FRANK J. BRASCO, New York MATTHEW J. RINALDO, New Jersey

EDWARD 1. KOCH, New York
WILLIAM R. COTTER, Connecticut
PARREN J. MITCHELL, Maryland
WALTER E. FAUNTROY,
District of Columbia
ANDREW YOUNG, Georgla
JOHN JOSEPH MOAKLEY, Massachusetts
FORTNEY H. (PETE) STARK, Ik,
California
LINDY (MRS. HALE) BOGGS, Louislana
PAuL NELSON, Clerk end Staff Director
Curtis A. PRINS, Chief Investigator
BENET D. GELLMAN, Counsel
JosepH C. LEwIS, Professional Staff Member
Davis CouUcH, Counsel
OrMAN S. FINK, Minority Staff Director

SUBCOMMITTEE ON INTERNATIONAL TRADE
THOMAS L. ASHLEY, Ohlo, Chairman

THOMAS M.REES, California BEN B. BLACKBURN, Georgla
PARREN J. MITCHELL, Maryland GARRY BROWN, Michigan

FERNAND J. ST GERMAIN, Rhode Island ALBERT W. JOHNSON, Pennsylvania
RICHARD T. HANNA, California STEWART B. MCKINNEY, Connecticut
EDWARD I. KOCH, New York BILL FRENZEL, Minnesota

ANDREW YOUNG, Georgia JOHN B. CONLAN, Arizona

JOHN JOSEPH MOAKLEY, Massachusetts
LEONOR K. (MRS. JOHN B.) SULLIVAN,
Missouri
JoSEPH J. JASINSKI, Professional Staff Member

(II)



CONTENTS

Hearings held on— Page
March 21, 1973 - _ e 1
March 22, 1973 _ _ e e 251
March 23, 1973 _ . _ . e 345
May 15, 1973 e 465

Textof H.R. 5769 . _ __ __ e 1

STATEMENTS
Akin, Paul B., president, Laclede Steel Co., St. Louis, Mo__________._.._._ 353

Berman, Fred, president, Institute of Scrap Iron and Steel, Inc.; accom-
anied by Dr. Herschel Cutler, executive director, and Thomas H.

0ggs, Jr., Washington Counsel . . _________________ .. ____________ 388
Bi%ha}in, Charles W., senior vice president, Weyerhaeuser Co., Tacoma,
ash_ e 108

Cook, Gary M., Deputy Assistant Secretary and Acting Director, Bureau
of Competitive Assessment and Business Policy, Department of Com-
merce, accompanied by Wilson Sweeney, Assistant Director of the Office

of Export Controls_ . __ o ceo__- 466
Ewing, Arnold, executive vice president, Northwest Timber Association,
Eugene, Oreg., accompanied by Bud Johnson, director, NWTA_________ 216
Gaskins, Wayne, Western Forest Industries, Portland, Oreg. .. ___________ 218
Harrington, Hon. Michael, a Representative in Congress from the State of
Massachusetts - _ _ e 252
Hodges, Ralph D., Jr., executive vice president, National Forest Products
Association . . _ e 69

Ioanes, Raymond A., Administrator, Foreign Agriculture Service, Depart-
ment of Agriculture; accompanied by Wayne W. Sharp, Deputy Assist-
ant Administrator for Commodity Programs, and Dwight Hair, Deputy

Director, Forest Economics and Marketing Research .. ________________ 473
Jackson, Alec, president, Greenacres Consulting Corp., Bellevue, Wash____ 179
McMillan, C. W, executive vice president, American National Cattlemen’s

Association . . _ e cimna- 319
Magdanz, Don F., executive secretary-treasurer, National Livestock Feed-

ers Association _ _ ____ __ e ccacemman- 322

Martin, George C., president, National Association of Home Builders; ac-
companied by Herbert S. éolton, general counsel, Carl A. 8. Coan, Jr.,

legislative counsel, and Michael Sumichrast, chief economist_____...__. 3
Mullestein, William E., president, Lukens Steel Co._. .. __..._________._.___ 385
Mullin, Terry, president, National Lumber & Building Materials Dealers

Association _ _ _ . e 97
Miller, Herbert, secretary, Tanners’ Council of America_________ .. _._._-___ 292
Minnoch, John, president, National Hide Association._____._________.._ 325
Olson, Iver, senior vice president, American Footwear Industries Associa-

tion; accompanied by William W. Scott, counsel__________.________.__ 266
Stapleton, William H., vice president, Inland Steel Co., and chairman, Com-

mittee on Critical Materials Supply, American Iron & Steel Institute.._.. 346

“Workman, Donald H., executive vice president, Gray & Ductile Iron
(F)‘glilnders’ Society, on behalf of the Cast Metals Federation, Cleveland, 438
0 e o e e e e e



v

ADDITIONAL INFORMATION SUBMITTED FOR THE RECORD

Akin, Paul B., submission of document entitled, “Supplementary Data to
Support & Request for Controls on the Export of Steel Scrap’___.____
American Footwear Industries Association, statement presented on behalf
by Iver Olson, senior vice president________________________________
American Iron and Steel Institute, statement presented by William H.
Stapleton, chairman, Committee on Critical Materials Supply._______.
American Meat Institute, statement submitted by A. Dewey Bond,
director, Washington office. __ _ _________________________.____._._._
American National Cattlemen’s Association, statement presented by
C. W. McMillan, executive vice president_ _________________________
Association of Brass and Bronze Ingot Manufacturers, Brass and Bronze
Ingot Institute, prepared statement with attached letters presented by
Norman Lavin and Fred Rothschild, cochairmen of the Joint Gov-
ernment Liaison Committee
Berman, Fred, prepared statement with attachments__________________
Bingham, C. W.:

“Current Status of U.S. Lumber and Plywood Production and
Recommendations for Ways to Increase Production by Increasing
Volume of USFS Timber on the Market in 1973, document_____.

Prepared statement.__ _ . . _ ____ .. ___ o ________.__-.

Blackburn, Hon. Ben B., submission of statement of A. Dewey Bond,
director, Washington office, American Meat Institute._______________
Bond, A. Dewey, director, Washington office, American Meat Institute,
statement_ _ _ .-
Cast Metals Federation, Cleveland, Ohio, statement presented on behalf
by Donald H. Workman _ _ _ _ _______ ... _____________.._
Cook, Gary M., prepared statement_________________________________
Department of Agriculture, statement presented by Raymond A. Ioanes,
Administrator, Foreign Agriculture Service. ____________.________.____
Department of Commerce, statement presented by Gary M. Cook, Deputy
Assistant Secretary and Acting Director, Bureau of Competitive Assess-
ment and Business Poliey .. . _ _ _ ___ ___________________ ...
Flanigan, Peter M., assistant to the President for International Economic
Affairs, letter to Hon. Michael J. Harrington, Member of Congress,
dated March 21, 1973 ___ e~
Gaskins, Wayne:

“In Forest Products: Critical Squeeze on Supplies; Higher Earnings
in 1972, excerpt from Marple’s Business Roundup, Seattle, Wash.,
February 14, 1973 _ _ _ _ ______ oo

“Japan Sets Out To Remodel Itself,”’ article from Fortune magazine,
March 1973 e

Letter from Hon. Wendell Wyatt, Member of Congress to Hon. Julia
Butler Hansen, chairman, Interior Appropriations Subcommittee,
dated March 9, 1973, reporting on trip to Japan in connection with
the high price of lumber in the United States and the rise of export of
round logs to Japan_________ .

“Long Term Steady Import Measure for American Timber, ‘‘article
from the Japan Lumber Journal, February 15,1973 __.____________.

“Lumber Price Increases During Phase I, II, and III for Essential
Homebuilding Materials,” surrey supplied by the National Associa-
tion of Home Builders________________________________________

“National Forest—Uncut Volume Under Contract’ (table)__.__._____

Harrington, Hon. Michael:

Letters from Manufacturers of leather and shoes urging controls on the
export of hides:

Berman Leather Co., Boston, Mass__ . ______________________._
Bob-Kat Leather Co., Peabody, Mass_____________________.__
Buxton, Inc., Springfield, Mass.____.________________________.
Hebb Leather Co., Danvers, Mass_________________.__________
Henry Leather Co., Peabody, Mass._________________________
John Flynn & Sons, Inc., Salem, Mass_ _ . ____________________
Leach-Heckel Leather Co., Salem, Mass. _________.___________
Leﬁher Workers International Union of America, Peabody,

B8 o o e f e
Modern Leather Co., Peabody, Mass_ _ _ ______________________
Noymer Manufacturing Co., Boston, Mass

Page
358

266
346
339
319

502
397

130
112

339
339

438
468

473

466

254

223
224

221
232

234
220

264
260
265
263
265
257
260

257
258



v

Ocean Leather Corp., Newark, N.J__.________________________
Rex Leather Finishing Corp., Peabody, Mass_ _ ________________
R.J. Widen Co., North Adams, Mass____________________._____
Salem Oil & Grease Co., Salem, Mass_ . _____________________._
Seaboard Chemicals, Inc., Salem, Mass_______________________
Strauss Tanning Co., Peabody, Mass_.___________.___________
The Morse Blocking Co., Peabody, Mass__.________.________.
Victory Tanning Corp., Peabody, Mass_ __ ____________________
Letter from Peter M. Flanigan, assistant to the President for Inter-
national Economic Affairs, dated March 21, 1973
Hodges, Ralph D.:
Prepared statement with attachments_.__________________________
‘Federal Timber Supply: Facts, Problems, and Solutions”_______
“Forest Fact Sheet’” . __ __ _ __ ..
“Situation Report—Softwood Lumber and Plywood,” dated
March 16, 1973 _ _ _ e
“Softwood Log and Lumber Exports”________________________
Institute of Scrap Iron and Steel, Inc., statement presented by Fred
Berman, president__ - _______
Ioanes, Raymond A.:
Prepared statement__.________________________________________.
Response to information requested by Hon. Leonor K. Sullivan_ ____
Jackson, Alex, statement submitted on behalf of the ‘“Washington Citizens
for World Trade” ___ e __.
Lavin, Norman and Fred Rothschild, cochairmen of the Joint Government
Liaison Committee, Association of Brass & Bronze Ingot Manufacturers,
Brass & Bronze Ingot Institute: -
Letters to Hon. Frederick B. Dent, Secretary of Commerce, dated:
March 19, 1973 .
April 3, 1973 .
Prepared statement__ ________________ . ______._.
McMillan, C.W.:

“Bovine Hides and Skins—Estimated Production ij Specified Coun-

tries, Annual 1967-72" (table) _ __ ____________ ..

Commercial Cattle Slaughter—Exports of Whole Cattle Hides and
Hide Prices (annual 1960—70, monthly 1971-72—73) (table) ______.

Martin, George C.:

Letter to Hon. Frederick P. Dent, Secretary, Department of Com-
merce, dated March 21, 1973, with attached paper requesting cur-
tailment of exports of softwood logs, lumber, and plywood_._______

Prepared statement with attached appendixes on behalf of the National
Home Builders Assoeciation._ ______ .. ________________.___._._...

“Survey of Operating Capacity at West Coast Lumber and Plywood
Plants,” document submitted dated March 1973_________________

Meskill, Hon. Thomas J., Governor of the State of Connecticut, letter to
HO7?:, . Stewart B. McKinney, Member of Congress, dated March 15,
1978 e

Mighdoll, M. J., executive vice president, National Association of Second-
ary Material Industries, Inc., statement____________________________

Miller, Herbert, prepared statement with attached appendixes on behalf
of the Tanners’ Council of Ameriea_ ___ . ______ . ___ . _____..

Mullin, Terry:

NLBMDA brief on the “Lumber Supply Crisis,”’ position paper_____

Prepared statement with attachments__ ______________________.____

National Association of Home Builders, statement presented by George C.
Martin, president_____ - e

National Association of Secondary Material Industries, Inc., statement by
M. J. Mighdoll, executive vice president_._________ . ________.___

National Forest Products Association, statement presented by Ralph D.
Hodges, Jr., executive vice president__ . ___________________________.

National Hide Association, statement presented by John Minnoch,
president _ __ _ . __ =

National Livestock Feeders Association, statement presented by Don. F.
Magdanz, executive secretary-treasurer___________________.__________

National Lumber and Building Material Dealers Association, statement
presented by Terry Mullin, president_ ____________ . _____.___.__

505
506
502
322
321

33
8
162

266
463
296

105
100

3
463
69
325
322



Vi

Northwest Timber Association, statement presented by Arnold Ewing,
executive vice president_ _ . __ i _._.
Olson, Iver, prepared statement with attachments on behalf of the
American Footwear Industries Association . ________________________
Stapleton, William H.:
“Domestic Scrap Market Cartel Mills Jointly Buy 76,000 Tons of
U.78. Scrap,” excerpt from the Japan Commerce Daily of Dec. 19,
1972 o e
“Selected Data on Iron and Steel Scrap, Showing Volume of Pur-
chased Scrap Receipts (Mills and Foundries) Relative to Total
Scrap Consumption and the Impact of Scrap Exports on Scrap
Supply and Price” (table)_ . _ . __ o _______
Tanners’ Council of America, statement presented by Herbert Miller,
SeCTe ALY . - - e eee e
Washington Citizens for World Trade, statement submitted on behalf by
Alec Jackson, Bellevue, Wash_ __ ____________ . ________._____
Western Forest Industries, Portland Oreg., statement presented by Wayne
Gaskins, forester_ _ _ _ __ oo~
Weyerhaeuser Co., Tacoma, Wash., statement presented by Charles W.
Bingham, senior vice president____ ____________________________.___.
Workman, Donald H., prepared statement with attached booklet describ-
ing the vital nature of the foundry industry______________._._________

Page
216

270

352

352
292
182
218
108



SHORT SUPPLY/ANTI-INFLATION EXPORT CONTROLS

WEDNESDAY, MARCH 21, 1973

House oF REPRESENTATIVES,
SUBCOMMITTEE ON INTERNATIONAL TRADE

oF THE CoMMITTEE ON BaANKING AND CURRENCY,
Washington, D.C.

The subcommittee met, pursuant to call, at 10:15 a.m., in room 2128,
Rayburn House Office Building, Hon. Thomas L. Ashley (chairman of
the subcommittee) presiding.

Present: Representatives Ashley, Rees, St Germain, Hanna, Black-
burn, Johnson, Frenzel, and Conlan.

Mr. Asurey. The subcommittee will come to order.

I think it is evident that we have a supply-demand crisis, not only
as far as numbers are concerned but as far as members are concerned.
We have got a Democratic caucus that is going on at this time and'a
Republican caucus.

We will proceed because the important part of this is not the pres-
entation of testimony to two or three Members of Congress but the
development of a record which will speak loud and clear when and if
legislation gets to the floor of the House of Representatives.

Today we begin hearings on H.R. 5769, legislation designed to pro-
tect the domestic economy from the excessive export of materials and
commodities in short supply, and thus to reduce the domestic infla-
tionary impact of foreign demand.

[The text of H.R. 5769 follows:]

[H.R. 5769, 93d Cong., 1st sess.]

A BILY, To amend the Export Administration Act of 1969, to protect the domestic
economy from the excessive drain of scarce materials and commodities and to reduce
the serious inflationary impact of abnormal foreign demand

Be it enacted by the Senate and House of Representatives of the United States
of America in Congress assembled, That (a) section 4(e) of the Export Adminis-
tration Act of 1969 (50 U.S.C. App. 2403(e)) is amended ot read as follows:

“(e) The Secretary of Commerce, in consultation with appropriate United
States Government departments and agencies and any appropriate technical
advisory committee established under section 5(¢) (2), shall undertake an investi-
gation to determine which materials or commodities shall be subject to export
controls because of the present or prospective domestic inflationary impact or
short supply of such material or commodity in the absence of any such export
control. The Secretary shall develop forecast indices of the domestic demand for
such materials and commodities to help assure their availability on a priority
basis to domestic users at stable prices.”

(b) Section 5(c) of the Export Administration Act of 1969 (50 U.S.C. App.
2404 (c)) is amended by redesignating paragraphs (2), (3), and (4) as para-
graphs (3), (4), and (5), and—

(1) by inserting immediately after paragraph (1) the following new
paragraph:

(1
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“(2) Upon written request by representatives of a substantial segment
of any industry which processes materials or commodities which are subject
to export controls or are being considered for such controls because of the
present or prospective domestic inflationary impact or short supply of such
materials or commodities in the absence of any such export controls, the Sec-
retary of Commerce shall appoint a technical advisory committee for any group-
ing of such materials or commodities to evaluate technical advisory committee
for any grouping of such materials or commodities to evaluate technical matters,
licensing procedures, worldwide availability, and actual use of domestic pro-
duction facilities and technology. Each such committee shall consist of repre-
sentatives of United States industry and government. No person serving on any
such committee who is representative of industry shall serve on such committee
for more than two consecutive years. Nothing in this subsection shall prevent
the Secretary from consulting, at any time, with any person representing in-
dustry or the general public regardless of whether such person is a member of
a technical advisory committee. Members of the public shall be given a reason-
able opportunity, pursuant to regulations prescribed by the Secretary of Com-
merce, to present evidence to such committees.” ;

(2) in paragraph (4) thereof, as redesignated by this subsection, by striking
out “such committee” and by inserting in lieu thereof “committee established
under paragraph (1) or (2)”; and

(3) in paragraph (5) thereof, as redesignated by this subsection, by striking
out “such committee” the first time it appears therein and inserting in lieu thereof
“committee established under paragraph (1) or (2)".

Mr. AsHLEY. There is increasing evidence that home buyers, grocery
shoppers, and workers are paying an increasing price for unstable
market conditions in such important industries as lumber, shoes, and
steel, and in the grain trade.

The Department of Commerce in its most recent quarterly report,
for the fourth quarter of 1972, on the administration of export controls
gives no evidence that it has even been monitoring the sales of a num-
ber of materials and commodities currently or prospectively in short
supply. There is a need to give the administration a clear indication
that it is the intent of Congress that the policy with respect to short
supply, set forth in the Export Administration Act of 1969, be much
more effectively implemented.

It is with this in mind that we are taking testimony regarding mate-
rials which periodically raise the issue of domestic dislocation affected
in part by uncontrolled exports.

The first of these, which we are considering today, is softwood logs.
We hope to learn from this testimony the effect of the uncontrolled ex-
port of this commodity on the current crisis in the lumber industry.

Last year this subcommittee recommended legislation which became
law as the International Economic Policy Act of 1972. That act called
for the achievement of consistency between domestic and international
economic policy. There have been recent reports that difficulties in the
domestic lumber industry have resulted, in a matter of months, in an
increase in price some $1,200 in the lumber components of an average
home. To the degree that this situation is impacted by the uncontrolled
export of timber, it is my intention to work, through amendment and
oversight of the Export Administration Act, to diminish the impact.

Our witnesses today will be in panel form, the panel being comprised
of George Martin, president of the National Association of Home
Builders; Terry Mullin, National Lumber and Building Materials
Dealers Association; C. W. Bingham, senior vice president, Weyer-
haeuser Co., and Ralph Hodges, executive vice president of the Na-
tional Forest Products Association.

Mr. Martin, if you will, lead off, please.
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STATEMENT OF GEORGE C. MARTIN, PRESIDENT, NATIONAL ASSO-
CIATION OF HOME BUILDERS; ACCOMPANIED BY HERBERT S.
COLTON, GENERAL COUNSEL; CARL A. S. COAN, JR., LEGISLATIVE
COUNSEL; AND MICHAEL SUMICHRAST, CHIEF ECONOMIST

Mr. MarTiN. Thank you, Mr. Chairman, and members of the sub-
committee.

I am a homebuilder from Louisville, Ky. I appear here today as
president of the National Association of Home Builders. Qur asso-
ciation has more than 67,000 members in 546 associations throughout
the 50 States, Puerto Rico, and the Virgin Islands. I have with me
Herbert S. Colton, our general counsel ; Carl A. S. Coan, Jr., our legis-
lative counsel; and Michael Sumichrast, our chief economist.

We welcome this opportunity to discuss the extremely serious prob-
lem posed by soaring prices and shortages in the supply of lumber
and plywood, and its relation to the high level of exports of softwood
logs and wood products. We hope that out of these hearings will come
a sense of urgency for taking immediate and affirmative action to pro-
tect and enhance our Nation’s finite supply of softwoods against un-
restrained foreign demand.

Wood is the major construction material for all single family and
many types of multifamily housing, representing the largest, single
material cost item. About 43 percent of the softwood lumber and about
49 percent of the softwood plywood consumed in the United States
is used in residential construction. Because lumber and plywood play
such an important role in housing production, excessive prices and
shortages of supply seriously jeopardize our industry’s ability to ful-
fill the Nation’s housing needs.

To fulfill this need, housing construction activity in recent years
has reached record levels.

Mr. AsuLey. Excuse me, Mr. Martin.

We have an acoustic problem here, and we do not have amplifiers
or microphones; so, the press in the back are under that kind of a
disability. So, if you will, raise your voice, we will appreciate it.

And let me say, gentlemen, that we are expecting you to submit
for the record your prepared statements and to confine your remarks
this morning—this being a panel—to something in the order of 10
minutes so that we will have a chance to question.

Mr. MarTiN. Mr. Chairman, I will do the best I can.

In 1971, almost 2.1 million housing units were begun; in 1972, there
were almost 2.4 million housing starts and for 1973, projections indi-
cate there will be more than 2 million units started. Housing starts
since 1960 are shown in the table in appendix A attached to my pre-
pared statement.

Added to this high level of domestic need for lumber and plywood
is a substantial increase in exports of softwood logs and lumber to
foreign countries, especially Japan, which is experiencing a housing
boom and supply shortage. Appendix B contains a table of exports of
softwood logs and shows that, in 1972, we exported 3.05 billion board
feet, an increase of 26 percent over the previous year. This trend has
continued, as January 1973 exports were 26 percent above those for
January 1972. This high rate of exports took place in a year when
residential construction activity was at its highest rate in history.
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Had these logs not been exported, but, instead, converted to lumber
in the United States, they would have increased our domestically pro-
duced supply of lumber by about 11.4 percent.

Softwood lumber exports have also increased, despite heavy demand
and accelerating prices at home. As appendix C shows, average annual
exports of softwood lumber jumped in 1972 by about 20 percent above
the 196871 average.

The extremely critical nature of the supply problem is best illus-
ltrat«fd by skyrocketing prices in stumpage at the mill and at the retail

evel.
STUMPAGE PRICES

Heavy demand for lumber and plywood and shortages of supply
have a profound effect on the prices bid and paid for timber to be
cut from Federal lands. In addition, rising stumpage prices provide’
an excellent barometer of rapidly rising prices for all timber, cut from
both public and private lands.

Rapidly rising timber, lumber, and plywood prices also have the
psychological effect of encouraging keen competition and abnormally
high bids at Federal auctions and, as well, high offers for nonfederally
owned timber. They also can encourage the withholding of private
timber from sale and a slowdown in the cutting of already purchased
Federal timber in anticipation of even higher future prices.

On an annual basis, stumpage price, shown in appendix D, jumped
by 87 percent between 1971 and 1972. Monthly stumpage prices for
1972, listed in appendix E, in the Douglas-fir region of our Federal
forests, provide a closer view of the increasing competition for a
limited supply of logs. In 1 month, between November and Decem-
ber of 1972, the price jumped by 40 percent. From all reports, it was
at this time that the Japanese vigorously moved into the purchase of
American logs.

: MILL PRICES

Another excellent indicator of heavy demand for lumber and ply-
wood is the spiralling mill prices of these materials at west coast
mills. Appendix F, listing monthly mill prices, shows a 104-percent
increase in green Douglas-fir 2 by 4’s in the 2 years between February
1971 and February 1973. a 90-percent increase in kiln dried hemlock
and fir 2 by 4’s during this period, and a 102-percent increase in 14-
inch exterior plywood. Weekly prices for 1973 show that price in-
crease have been accelerating. Appendix G shows that, since phase 3
which began in mid-January, kiln dried hemlock and fir 2 by 4’s have
increased 24 percent, 15-inch plywood, 17 percent, and 1/ inch sanded
plywood, 66 percent.

RETAIL PRICES

Even steeper increases have occurred at the retail level where most
homebuilders acquire their lumber and plywood. We have been con-
ducting a continuing survey for the past several weeks of the lumber
price increases paid by our members since the advent of price controls
in August 1971, Our members from all over the United States are
reporting increases of tremendous proportions. For instance, Portland,
Oreg., reported a 191-percent price increase in 14-inch plywood and
an 804 percent in 2 by 4 studs. Ventura, Calif., reported a 94.5-
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percent increase in l4-inch plywood and a 37.3-percent increase in
2 by 4’s. Baltimore, Md., reported a 107.4-percent increase in 3-inch
plywood and a 71.9-percent increase in 2 by 4’s. Chicago reported a
57.2-percent increase in 14-inch plywood and a 87-percent increase
in 2 by 4’s. Appendix H provides additional information on these and
similar price increases from selected cities across the country.

All of these price increases have taken place during a period of wage
and price controls under the Economic Stabilization Act of 1970.
Price increases of lumber and plywood have soared far above those
of other commodities. As appendix I illustrates, in January 1971, the
wholesale price index for lumber and plywood was below that for
all industrial commodities, including these products. By February
1973, the indexes for lumber and plywood were 55 percent and 53
percent, respectively, above that for all industrial commodities.

In addition, the price increase in lumber and plywood is far in
excess of that for other materials which go into the structure of a
home or apartment. Wholesale indexes for lumber and plywood as
compared with those for all construction material, including these
items, shown in appendix J, indicate an extremely disproportionate in-
crease in the prices of lumber and plywood as compared with all
construction materials. .

Many steps can and must be taken to meet the long-range problem
of timber supply. But the tremendously disruptive influence on the
price and supply of lumber and plywood of the excess exports and
foreign buying activity experienced in recent months poses a problem
of such immense proportions that immediate action is imperative.
With the need for these materials at home so severe and prices so
totally out of hand, it is entirely inappropriate for our Nation to
continue to permit such a significant portion of its annual timber
and lumber production to be exported to other nations.

It makes no sense whatsoever to place ourselves in the position of
being more and more heavily dependent on lumber imports to ful-
fill our needs. As shown in appendix K, softwood lumber imports now
represent 22 percent of domestic consumption. Whereas we had been
importing 4 to 5 billion board feet of softwood lumber in the 1960’s.
about 15 percent of our consumption, we imported 7.2 billon board
feet in 1971 and nearly 9 billion in 1972.

The current lumber and plywood situation is a precise example of
the type of problem the Export Administration Act of 1969 was de-
signed to avoid. This law declares that :

It is the policy of the United States to use export controls to the extent neces-
sary to protect the domestic economy from the excessive drain of scarce mate-
rialsdand to reduce the serious inflationary impact of abnormal foreign de-
mand . . . N

The present high rate of export of logs and lumber has, indeed,
posed a severe drain on our scarce supply. Because the price of these
products is heavily influenced by demand, the price has thus sky-
rocketed and caused a serious inflation in the price of housing for
American families.

Appendix L provides a tabulation of the median price of single-
family homes. It shows that, whereas in the first half of 1972, the
median sales price averaged $26,685, it began to rise considerably in
midyear, reaching $29,700 in December 1972. Because lumber and
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plywood constitute such a large component of construction cost and
because the prices of these materials have risen so far out of proportion
to that of other components, we believe that this considerable rise in
the median price of single-family housing can to a great extent be
attributed to the increased cost of lumber and plywood.

Because of the severe impact on our industry of the recent substan-
tial increase in softwood log and lumber exports, we met with the
Secretary of Commerce on January 24 to point out the need for
some action to be taken to curb these exports. This meeting was fol-
lowed up by a formal request to the Secretary on January 25 to take
such action under the Export Administration Act. A further request
was made to the President on February 5. Today we have sent to
the Secretary of Commerce a lengthy petition once again asking him
to implement the Export Administration Act. We have provided
you with a copy of our letter to the Secretary transmitting that petition.

In view of our so far unsuccessful, but we believe fully warranted,
efforts to achieve relief under the Export Administration Act, the
legislation before this subcommittee, H.R. 5769, amending the Ex-
port Administration Act of 1969, can make a significant contribution
to our national need to preserve, for domestic use, materials which
are in short supply. As currently written, the Export Administration
Act offers little assistance in early identification of critical problem
areas and preventing such crises as we are now experiencing with
lumber and plywood. Studies by the Secretaries of Agriculture and
Commerce, with technical advice provided by representatives of in-
dustry, would provide an'excellent means for determining, in advance,
what our domestic needs will be and thus, what export restraints
should be imposed, if any. Along with forcecasting demands, we
think it would be appropriate for the Secretary of Commerce also to
look at the future supply of materials and commodities so that he
may be better able to 1dentify those requiring protection.

Authority to establish technical advisory committees with indus-
try representatives would also be extremely beneficial. The meaning
of the bill should, however, be clarified so as to leave no question as to
whom may petition for the establishment of a technical advisory com-
mittee and may serve on the committee. This right must include those
who use commodities and materials in the production of a final prod-
uct, such as the homebuilding industry.

Furthermore, eligibility should not be limited to those industries
involved with materials or commodities either subject to controls or
under consideration for control. This seems to put the cart before the
horse. Tt requires some action for consideration by Commerce before
industries have had an opportunity to demonstrate that a technical
advisory committee is necessary to aid in the review of the supply
and demand for a certain commodity or material. The language of the
bill should be amended to permit the representatives of any industry
that can show domestic inflationary impact or shortage of supply
due to exports to petititon for the establishment of a technical advisory
committee.

As the Export Administration Act now stands. it is unclear what
extent of proof and how serious a crisis there must be in order for con-
trols to be put into effect. Technical advisory committees are badly
needed to investigate problems and hear complaints and testimony.
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It seems to us, however, that all of the work that the committee might
undertake could be lost or shunted aside unless H.R. 5769 goes one
step further.

Following hearings and investigations by a technical advisory com-
sory committee, we believe the legislation should provide that the com-
mittee make a specific recommendation to the Secretary of Commerce
as to whether or not exports of an item should be controlled. Further-
more, having made such a formal recommendation, the legislation
should require that the Secretary rule on it and accompany-his ruling
with reasons to substantitate his decision.

The current predicament in which our industry finds itself, with out-
rageous prices and critical shortages of lumber and plywood, hobbling
its ability to meet the Nation’s housing needs, should be resolved as
quickly as possible. If the bill before the subcommittee were now law,
the extent and effect of lumber and timber exports could have long ago
been fully aired and considered by a panel of Government and indus-
trial advisers. The recommendations could then have been brought
before the Secretary of Commerce for a ruling and an explanation
for his actions or failures to act.

With these few changes in the amendments before this subcommittee,
we believe that the Export Administration Act will be a much more
effective tool for dealing with problems such as the lumber and ply-
wood crisis we face today. Acordingly, we urge the subcommittee to
act favorably on this bill with the changes we have suggested.

Thank you for this opportunity to appear here today.

Mr. MarTiN. Again, let me thank you Mr. Chairman, and I am sorry
I took solong.

[Mr. Martin’s prepared statement with attached appendixes, a letter
to the Secretary of Commerce with an attached paper requesting cur-
tailment of exports of softwood logs, lumber, and plywood on behalf
of the National Association of Home Builders follows:]



NATIONAL ASS'OCIAT,IOHI OF HOME BUILDERS

1625 L STREET, N.W., WASHINGTON, D. C. 20036

gsgggsﬁ'rmmm TELEX 89 '25")(3 TFLEPHONE {202) 737 7435

STATEMENT OF
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COMMITTEE ON BANKING AND CURRENCY
UNITED STATES HOUSE OF REPRESENTATIVES
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Mr. Chairman and Members of the Subcomnﬂtteé:

My name is George C. Martin and I am a home builder from
Louisville, Kentucky. I appear here today as President of the National
Association of Home Builders. Our association has more than 67, 000
members in 546 associations throughout the 50 states, Puerto Rico and
the Virgin Islands. I have with me Herbert S. Colton, our General

Counsel, and Carl A. S. Coan, Jr., our Legislative Counsel.



We welcome this opportunity to discuss the extremely serious
problem posed by soaring prices and shortages in the supply of lumber
‘and plywood, and its relation to the high level of exports of softwood
logs and wood products. We hope that out of these hearings will
come a gsense of urgency for taking immediate and affirmative action
to protect and enhance our nation's finite supply of softwoods against
unrestrained foreign demand.

Wood is the major construction material for all single-family
.and many types of multifamily housing, representing the largest,
single material cost item. About 43% of the softwood lumber and
‘about 49% of the softwood plywood consumed in the United States is
| :used in residential construction. Because lumber and plywood
play such an important role in housing production, excessive prices
and shortages of supply seriously jeopardize our industry’s ability
to fulfill the nation's housing needs.

To fulfill this need, housing construction activity in recent
years has reached record levels. In 1971, almast 2,1 million housing
units were begun; in 1972, there were almost 2. 4 million housing
'starts and for 1973, projections indicafe there will be more than 2. 0
million units started. Housing starts since 1960 are shown in the
table in Appendix A attached to this statement, All projections, as
well as the national housing goals set out in the Housing and Urban

Development Act of 1968, indicate a’ need for even higher production
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levels than were achieved in the past two years.

Added to this high level of domestic need for lumber and
plywood is a substantial increase in exports of softwood logs and
lumber to foreign countries, especially Japan, which is experiencing
a housing boom and supply shortage. Appendix B contains a table of
exports of‘softwood logs and shows that, in 1972, we exported 3. 05
billion board feet, an increase of 26% over the previous year. This
trend has continued, as January 1973 exports were 26% above those for
January 1972. This high rate of exports took place in a year when
residential construction activity was at its highest rate in history.

Had these ibgs not been exported, but, instead, converted
to lumber in the United States, they would have increased our
domestically produced supply of lumber by about 11. 4%. Had competition
for domestic logs and lumber not been so keen because of high foreign
demand, we believe, inflation in the price of these items would not
have been so extreme.

Softwood lumber exports have also increased, despite heavy
demand and accelerating prices at home. As Appendix C shows,
average annual exports of sofiwood lumber jumped in 1972 by about
20% above the 1968 to 1971 average.

The extremely critical nature Qf the supply problem is best
illustrated by skyrocketing prices in stumpage at the mill and at the

retail level.
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Stumpage Prices

Heavy demand for lumber and plywood and shortages of supply

have a profound effect on the prices bid and paid for timber to be
' cut from Federal lands. In addition, rising stumpage prices provide
. an excellent barometer of rapidly rising prices for all timber, cut
v from both public and private lands.

Rapidly rising timber, lumber and plywood prices also have
the psychological effect of encouraging keen competition and
~abnormally high bids at Federal auctions and, as well, high offers
for nonfederally owned timber, They also can encourage the
withholding of private tir.nber from sale and a slowdown in the cutting
of already purchased Federal timber in anticipation of even higher-
future prices.

On an annual basis,stumpage price, shown in Appendix D,
jumped by 87% between 1971 and 1972. Monthly stumpage prices for
1972, listed in Appendix E, in the Douglas Fir Region of our Federal
forests, provide a closer view of th‘e increasing competition for a
limited supply of logs. In oné month, between November and
December of 1972, the price jumped by 40%. From all reports, it
was at this time that the Japanese vigorously moved into the purchase
of American logs.

Mill Prices
Another excellent indicator of heavy demand for lumber and

plywood is the spiralling mill prices of these materials at West Coast mills,

95-816 O - 73 - 2
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Appendix F, listing monthly mill prices, shows a 104% increase in
Green Douglas Fir 2 x 4's in the two years between February 1971
and February 1973, a 90% increase in kiln dried Hemlock and Fir
2 x 4's during this period and a 102% increase in 1/2" exterior
plywood. Weekly prices for 1973 show that price increases have
been accelerating. Appendix G shows that, since Phase III which
began in mid-January, kiln dried Hemlock and Fir 2 x 4's have
increased 24%, 1/2" plywood, 17%, and 1/4" sanded plywood, 66%,
Retail Prices

Even steeper increases have occurred at the retail level
where most home builders acquire their lumber. and plywood. We
have been conducting a continuing survey for the past several weeks
.of the lumber price increases paid by our members since the advent
of price controls in Aug.ust 1971, Our members from all over the
United States are reporting increases of tremendous proportions,
For instance, Portland, Oregon reported a 191% price incr.ease in
1/2" plywood and an 80. 4% increase in 2 x 4 studs. Ventura, California
reported a 94, 5% increase in 1/2" plywood and a. 37. 3% increase in 2 x 4's.
Baltimore, Maryland reported a 107. 4% increase in 3/8' plywood and
a 71. 9% increase in 2 x 4's. Chicago reported a 57. 2% increase in
1/2" plywood and a 37% increase in 2 x 4's. Appendix H provides
additional information on these and similar price increases from

selected cities across the country.
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All of these price increases 'have taken place during a
period of wage and price controls under the Economic Stabilization
Act of 1970. Price increases of lumber and plywood have soared far
above those of other commodities. As Appendix I illustrates, in
January 1971 the wholesale price index for lumber and plywood was
below that for all industrial commodities, including these products.
By February 1973, the indexes for lumber and plywood were 55% and
53%, respectively, above that for all industrial commodities.

In addition, the price increase in lumber and plywood is far
in excess of that for other materials which go into the structure of a
home or apartment, Wholesale indexes for lumber and plywood as
compared with those for all construction material, including these _ '
items, shown in Appendix J, indicate an extremely disproportionate
increase in the prices of lumber and plywood as compared with all
construction materials.

Many steps can and must be taken to meet the long range
problem of timber supply. But, the tremendously disruptive
influence on the price and supply of lumber and plywood of the excess
exﬁorts and foreign buying activity experienced in recent months poses
a problem of such immense proportions that immediate action is
imperative. With the need for these materials at home so severe
and prices so totally out of hand, it is entirely inappropriate for our

nation to continue to permit such a significant portion of its annual
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timber and lumber production to be exported to other nations.

It makes no sense whatsoever to place ourselves in the
position of being more and more heavily dependent on lumber imports
to fulfill our needs. As shown in Appendix K, softwood lumber imports
now represent 22% of domestic consumption. Whereas we had been
importing 4 to 5 billion board feet of softwood lumber in the 1960's,
about 15% of our consumption, we imported 7. 2 billion board feet
in 1971 and nearly 9 billion in'1972.

The current lumber and plywood situatipn is a precise example
of the type of problem the Export Administration Act of 1969 was
designed to avoid. This law declares that:

It is the policy of the United States to use export controls. ..

to the extent necessary to protect the domestic economy

from the excessive drain of scarce materials and to

reduce the serious inflationary impact of abnormal foreign

demand..."

The present high rate of export of logs and lumber has, indeed, posed

a severe drain on our scarce supply. Because the price of these
products is heé.vily influenced by demand, the price has thus skyrocketed
and caused a serious inflation in the price of housing for American
families.

Appendix L provides a tabulation of the median price of single-

family homes. It shows that, whereas in the first half of 1972,
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the median sales price averaged $26, 685, it began to rise considerably
in mid-year, reaching $29, 700 in December 1972. Because lumber

and plywood constitute such a large component of construction cost

and because tl'1e prices of these materials have risen so far out of
proportion to that of other components, we believe that this considerable
rise in the median price of single-family housing can to a great extent
be attributed to the increased cost of lumber and plywood.

Because of the severe impact on our industry of the recent
substantial increase in softwood log and lumber exports, we met with
the Secretary of Commerce on January 24 to point out the need for
some action to be taken to curb these exports. This meeting was
followed up by a formal request to the Secretary on January 26 to take
such action under the Export Administration Act. A further request
was made to the President on February 5. Today we have sent to the
Secretary of Commerce a lengthy petition once again asking him to
implement the Export Administration Act. We have provided you
with a copy of our letter to the Secretary transmitting that petition.

In view of our so far unsuccessful, but we believe fully
warranted, efforts to achieye relief under the Export Administration
Act, the legislation before this Subcommittee, H.R. 5769, amending
the Export Administration Act of 1969, can make a significant
contribution to owr national need to preserve, for domestic use,

materials which are in short supply. As currently written, the
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Export Administration Act offers little assistance in early identification
| of critical problem areas and preventing such crises as we are now
experiencing with lumber and plywood. Studies by the Secretaries of
Agriculture and Commerce, with technical advice provided by
representatives of industry, would provide an excellent means for
determining, in advance, what our domestic needs will be and thus,
what export restraints should be imposed, if any. Along with
» forecasting demands, we think it would be appropriate for the
Secretary of Commerce also to look at the future supply of rhaterials
and commodities so that he may be better able to identify those
requiring protection.

Authority to establish technical advisory committees with
industry representatives would also be extremely beneficial. The
meaning of the bill should, however, be clarified so as to leave no
question as to whom may petition for the establishment of a technical
advisory committee and may serve on the committee. This right
must indude those who use commodities and materials in the
production of a final product, such as the home building industry.

| Fufthermore, eligibility should not be limited to those
industries involved with materials or commodities either subject to
controls or under consideration for control. This seems to put the
cart before the horse. It requires some action or consideration

by Commerce before industries have had an opportunity to demonstrate
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that a technical advisory committee is necessary to aid in the review
of the supply and demand for a certain commodity or material, The
language of the bill should be amended to permit the representatives
of any industry that can show domestic inflationary impact or éhortage
of supply due to exports to petition for the establishment of a technical
advisory committee.

As the Export Administration Act now standg, it is unclear
what extent of proof and how serious a crisis there must be in order
for controls to be put into effect. Techﬁical advisory committees are
badly needed to investigate problems and hear complaints and
testimony. It seems to us, however, that all of the work that the
committee might undertake coula be lost or shunted aside unless
H.R. 5769 goes one step further,

Following hearings and investigation by a technical advisory
committee, we believe the legislation should provide that the committee
make a specific recommendation tothe Secretary of Commerce as to
whether or not exports of an item should be controlled. Furthermore,
having made such a formal recommendation, the legislation should
require that the Secretary rule on it and accompany his ruling with.
reasons to substantiate his decision.

The current predicament in which our industry finds itself,
with outrageous prices and critical shortages of lumber and plywood,

hobbling its ability to meet the nation's housing needs, should be
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résolved as quickly as possible. If the bill before the Subcommittee
were now law, the extent and effect of lumber and timber exports
could have long ago been fully aired and considered by a panel of
government and industrial advisors. The recommendation could then
have been brought before the Secretary of Commerce for a ruling and
an explanation for his actions or failures to act.

With these few changes in the amendments before this
Subcommittee, we believe that the Export Administration Act will
be a much more effective tool for dealing with problems such as
the lumber and plywood crisis we face today. Accordingly, we
urge the Subcommittee to act favorably on this bill with the changes
we have suggested.

Thank you for this opportunity to appear here today.
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APPENDIX A

NEW PRIVATE AND PUBLIC HOUSING STARTS 1960-1972

(In Thousands of Units)

Period Single Multi- Total % Single Seasonally Adjusted Mobile Home
Family Family Family Annual Rate Shipments
1960 1008. 7 287.3 1296. 0 77.8 103. 7
1961 988.9 376.1 1365. 0 72.5 90. 2
1962 996.0 496. 4 1492. 4 66. 7 118. 0
1963 1021. 6 620. 4 1642. 0 62.2 150. 8
1964 - 9719 589.1 1561. 0 62.3 191, 3
1965 965.0 544.6 1509. 6 63. 9 216. 5
1966 779.5 416. 4 195.9 65. 2 217. 3
1967 844.9 477.0 1321. 9 63.9 240. 4
1968 900.5 746.0 1545.5 58.3 318.0
1969 811.2 688. 4 1499. 6 54.1 412. 7
1970 815.1 653. 9 1469. 0 55.5 401 2
1971 1152. 9 931. 6 2084.5 55.3 496. 6
1972
Jan, 76. 4 74.5 150. 9 2487 33.3
Feb. 76. 4 77.2 153. 6 2682 39.7
Mar. 111. 5 94.3 205.8 2369 48.8
Apr. 120.1 93.1 213. 2 2109 53.4
May 135. 4 92.5 2217.9 2350 51. 5
June 131. 9 94.3 226.2 2330 54. 7
July 7.7 87.3 205.0 2218 48. 2
Aug. 131.3 97. 4 230.9 2484 51. 7
Sept. 119.5 80.9 201. 8 2366 48.8
Oct. 117. 0 101. 2 218. 2 2462 54. 1
Nov. 97. 4 89.7 187. 1 2395 50. 4
Dec. 73.2 79.4 152. 6 2369 37.7
Total 1309. 2 1069. 2 2378.5 55.1 572.4
1973
Jan. 76.9 70.3 147. 2 2496 40.7
Feb. 73.1 65. 6 138. 8 2444 NA

Source: U.S. Department of Commerce, Bureau of Census
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APPENDIX B
U.S. EXPORTS OF SOFTWOOD LOGS, 1962-73
(In Million Board Feet, Log Scale)
Year Total Exports Exports to Japan Exports
Japan as a Percent of Total

1962 452. 7 326.0 72.0%
1963 879.6 689.0 78.3
1964 1022. 6 752.0 73.5
1965 1111. 4 800.0 72.0
1966 1317.5 1080. 0 82.0
1967 1873. 6 1580.0 . 84.3
1968 2473.2 2112.0 85.4
1969 2316.8 1996. 0 86.2
1970 2684. 1 2372.0 88.4
1971 2233.4 1844.0 82.6
1972 3048.0 2523.0 82.8
Jan 1972 205.9 143. 8 69.8
Jan 1973 260.5 210.5 81.0

Source: U.S. Forest Service, The Demand and Price Situation For Forest
Products, 1971-72, Table 13, 1972 Data: U.S. Bureau of Census
1973 Data: U.S. Department of Commerce.
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APPENDIX C

EXPORTS OF SOFTWOOD LUMBER
(Billions of Board Feet)

Year_ Exports
1960 0.7
1961 0.6
1962 0.6
1963 : 0.7
1964 0.8
1965 0.8
1966 0.9
1967 : 1.0
1968 1.0
1969 1.0
1970 1.2
1971 0.9
1972 1.2

Source: U.S. Department of Agriculture Forest Service, The Demand
and Price Situation for Forest Products, 1971-72.
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APPENDIX D

AVERAGE STUMPAGE PRICES FOR ALL SPECIES OF SAWTIMBER
SOLD ON NATIONAL FORESTS IN OREGON AND WASHINGTON,1 1960-72
(In Dollars Per Thousand Board Feet)

YEAR PRICE
1960 $22.10
1961 18. 50
1962 16. 60
1963 : 18.50
1964 24. 20
1965 27.50
1966 31.50
1967 28. 00
1968 42, 40
1969 58. 80
1970 26.70
1971 30,10
19722 56. 67

1 Excludes Northeast corner of the state

Price for the third quarter of 1972

SOURCE: U.S. Forest Service, Production, Prices, Employment,
And Trade in NW Forest Industries. 3rd Quarter 1972
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APPENDIX E
MONTHLY STUMPAGE PRICES
Douglas Fir Region
1972
Differential
Between
. Advertised
Volume Advertised Bid and Bid
(million (per thousand (per thousand (per thousand
Month board feet) board feet) board feet) board feet)
January 57.3 $37.42 $43.99 $ 6.57.
February 116. 1 33.90 40. 36 6.46
March 331.6 37.32 40, 98 3.66
April 146.4 33.80 38.01 4,21
May 328.8 33.99 40.53 6.54
June 956.1 39,94 47.29 7.32
July 85.6 44, 68 50,59 5.91
August 197.4 52.10 59.72 7.62
September 193.7 54,71 61.11 ' 6.40
October 186.6 53.12 61,98 * 8.86
November 271.5 44,04 60. 24 16.20
December 790.2 50, 82 84,25 33.43

* Excludes sale on Siskiyou National Forest of 5.6 Million board feet
of Port Orford Cedar at $1,000 per thousand board feet.

SOURCE: U.S. Forest Service
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APPENDIX F

PRICES OF FRAMING LUMBER AND PLYWOOD
1971 - 1973
(FOB Mill, West Coast)

GREEN KILN DRIED 1/2" 4/5 PLY
DOUGLAS HEM-FIR EXTERIOR
FIR 2 x 4's 2x4's PLYWOOD
MONTH 1971 1972 1973 fo71 1972 1973 1971 1972 1973
January  $78  $114 $172 $82 $121 $160 $81  $107 $163
February 89 117 182 95 122 181 91 110 184
March 91 115 ' 98 122 91 111
April 91 114 97 122 87 111
May 89 114 96 123 84 118
June 97 116 109 129 89 136
July 103 121 118 140 101 156
August . 108 124 119 146 101 156
September 102 136 - 113 151 9% 156
October 99 156 106 155 90 156
November 105 160 108 155 95 156
December 108 153 110 155 98 156

Douglas Fir, unseasoned, 2 x 4, std and btr, random 8/20' lengths.
Price per thousand board feet.

2
Hem-Fir, (inland), Kiln Dried, 2 x 4, std and btr, random 8/20' lengths.
Price per thousand board feet.

3 Douglas Fir, Plywood, 1/2", standard exterior (4/5 Ply). Price per
thousand square feet.

SOURCE: Random Lengths, Yearbook 1971
Weekly Price Guide, various issues
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APPENDIX G
AVERAGE WEEKLY PRICES
OF FRAMING LUMBER AND PLYWOOD
(FOB Mill, West Coast)
December 1972 - March 1973
Green Kiln Dried 1/2" 4/5 Ply 1/4" Sanded

Week Douglas 4 Hem-Fir 2 Exterior 3 Interior ,
Ending Fir 2x4's 2x4's Plywood Plywood
12/1 $144 $155 $156 ’ $102
12/8 150 155 156 102
12/15 154 155 156 102
12/22 157 . 155 156 102
12/29 158 155 156 102
1973:
1/5 $162 $155 $156 $102
1/12 166 155 156 102
1/19 178 182 170 116
1/26 180 168 170 118
2/2 180 175 180 128
2/9 185 182 190 . 150
2/16 182 184 182 150
2/23 181 184 182 160
3/2 181 185 175 170
3/9 182 188 175 170
3/16 183 192 182 170

1 Douglas Fir, unseasoned, 2 x 4, std and btr, random 8/20' lengths.
Price per thousand board feet.

2
Hem-Fir, (inland), Kiln Dried, 2 x 4, std and btr, random 8/20' lengths.
Price per thousand board feet.

3
Douglas Fir, Plywood, 1/2", standard exterior (4/5 Ply). Price per
thousand square feet. '

4
Sanded Plywood, 1/4", AD interior. Price per thousand square feet.

SOURCE: Random Lengths, Yearbook 1971
Weekly Price Guide, various issues
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APPENDIX H
LUMBER PRICE INCREASES DURING PHASES 1, II, and III

FOR ESSENTIAL HOMEBUILDING MATERIALS

% CHANGE % CHANGE

ITEM 19711 19722 19738 71/72 72/73
Little Rock, 2x4 Studs Precut 160 193 200 20.6 3.6
Arkansas 155 200 205 29.0 2.5
4" cp 130 160 160 23.0 0
Redwood City,
California 2x4 Studs KD H/F 123 168 195 36.6 16.1
2x10 DF #2545 168 190 220 13.1 15.8
. 4" cpx ) 97 169 200 74.2 18.3
Ventura 2x4 #1&2 DF 54 158 195 217 37.3 11.3
2x10 " " " 168 210 245 25.0 16.7
3" cpx 109 185 212 69.7 14.6
Englewood, 2x4 Studs (WW Cut) 160 173 185 8.1 6.9
Colorado 2x10 - 8 185 210 223 13.5 6.2
4" €D Plywood 135 169 177 25.2 4.7
Wilmington, 2x4 Studs 140 205 215 46.4 4.9
Delaware R/L up to 2x8 135 185 205 . 37.0 10.8
4" CED, Ext. 150 230 215 53.3 6.5-
2x4 -8 160 205 225 28.1 9.8
Clearwater, 2x4 #2 YLP (Pres. 177 230 245 29.9 6.5
Florida TR.)
2x4 Spruce 163 260 260 59.5 o
2x4 Hem 155 205 260 32.3 26.8
Lehigh 2x4 Pt 192 245 245 27.6 0
2x4 Const. Fir 170 210 210 23.5 0
2x4 Spruce (10-20) 155 240 245 54.8 2.0
Savannah, 2x4 130 165 180 26.9 9.1
Georgia 2x6 125 165 180 32.0 9.1
Glenwood (Chicago) 2x4 Studé, Pine 148 183 203 23,7 10.9
Illinois 2x4 " WF Precut 134 182 201 35.8 10.4
2x10 KD Spruce 148 187 203 26.4 8.6
2x10 KD " 110 187 184 70.0 1.6-
¢" STD Ext 124 153 195 23.4 29.5
4" CDX SP 99 178 194 79.8 9.0
Fort Wayne, 2x4 Studs, Hem, Fir 151 185 22.5 ————
Indiana 4" Cpx 130 185 42,3 J
Baton Rouge, 3/8"'4x8 CD 110 135 140 22.7 3.7
Louisiana 2x4 Studs, Precut 165 180 180 9.1 0o
Shreveport Studs #2 Fir Precut 169 214 204 26.6 4,7~
4" cD 123 176 168 43.1 4.6-



Baltimore,
Maryland

Hyannis,
Massachusetts

Bloomfield Hills,
(Detroit)
Michigan
Kalamazoo

Troy

St. Louis,
Missouri

Las Vegas,
Nevada

Freehold,
New Jersey

95-816 O - 13 -3

ITEM

2x4 Precut Studs

2x4-8 Hem

2x4-8
3/8" CD Ext

3" ¢cp

3" cox

4" cD Ext
2x4 Hem
2x6 "

3" cDX

2x6 - 14 Fir
3/8" Ext

2x4 Const. Spruce
2x6 " "

2x4-8 Std & Btr Fir

3" cp
2x4 Studs

2x6 8-10

3" cp

2x4 Studs

CDX Ext

2x4 Studs Fir

2x8 - 20
1" Ext. Glue
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APPENDIX H
. % CHANGE % CHANGE
19711 19722 19733 71/72 72/73
144 140 190 18.1 1.8
195 215 240 10.3 1.6
147 196 217 33.3 10.7
125 177 210 41.6 18.6
160 185 225 15.6 21.6
140 155 225 10.7 45.2
135 220 228 62.7 3.6
150 190 215 26.7 13.2
163 200 206 22.7 3.
94 155 195 64.9 25.8
110 205 230 86.4 12.2
150 235 240 56.7 2.1
132 200 203 51.5 1.5
125 159 217 27.2 36.5
135 210 240 55.6 14.3
133 226 112 69.9 2
155 190 215 22.6 13.2
137 240 247 75.2 2.9
137 219
140 202 235 443 16.3
140 193 215 37.7 11.4
145 235 230 62.1 2.1-
211 - 284 o -
202 ——- 279 — —---
174 225 245 29.3 8.9
194 199 236 2.6 18.6
174 225 213 29.3 5.3-
153 209 204 36.6 2.4-
154 210 213 36.4 1.4
143 168 175 17.5 4.2
132 179 189 35.6 5.6
135 175 202 29.6 15.4
155 215 247 38.7 14.9
125 220 215 76.0 2.3-
150 245 240 63.3 2.0-
170 230 230 35.3 0
148 205 215 38.5 4.9
133 230 220 72.9 4.4-
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APPENDIX H

% CHANGE % CHANGE

ITEM 19711 19722 19733 71/72 72/73
Cleveland, 2x4 - 16 165 238 203 44.2 14.7-
Ohio 2x4 Studs Hem 190 223 240 17.4 7.6
4" cp 158 240 210 51.9 12.5-
155 229 253 47.7 10.5
Eugene, Oregon 2x4 Studs 134 155 189 15.7 21.9
2x10 Joists 157 183 211 16.6 15.3
3/8 " Plywood 98 109 169 39.7 55,1
Portland 2x4 Studs 97 140 175 44.3 25.0
2x10 117 185 230 58,1 24.3
4" cpx 86 210 250 144.2 19.1
Lancaster, 2x4-8 Spruce 150 210 230 40.0 9.5
Pennsylvania 2x10-12 Fir 185 250 270 35.0 8.0
34" CD Ext 135 -—-- 205 ———- ————
Pittsburg 2x4 WF ) 184 236 236 28.3
2x10 W Spruce 175 242 242 38.3 0
Houston, 2x4 Studs Util 152 167 175 9.9 4.8
Texas 2x10, 12 RL #3 YLP 145 175 160 20.7 8.6-
#2 YLP Studs 121 150 150 24.0 4]
4" cpx 101 148 170 46.5 14.9
Newport News, 2x4 Pet Studs 125 195 .- 56, ————
virginia 2x6 - 16 120 155 - 29.2 m_--
South Jordan, 2x4 Studs 155 165 189 6.5 14.6
Utah 2x10 - 20 149 208 229 39.6 10.1
4" Plywood 127 197 189 55.1 4.1-
Everett, 2x4 Gr. Cedar 135 210 225 55.6 7.1
washington 2x4 Studs KD Std & 125 150 155 20.0 3.3
BTR
4" cpx 119 158 158 32.8 ]
Redmond Studs KD STD & 135 160 160 18.5 0
BTR
4" cox 150 220 --- 46,7 -———

1 - 3rd Quarter
2 - 4th Quarter
3 - 1st Quarter
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APPENDIX K
IMPORTS OF SOFTWOOD LUMBER
" (Billions of Board Feet)
Percent of
Consumption
Apparent Supplied by
Year Imports Consumgtion_]/ Imports
1960 3.6 29.6 12%
1961 4.0 29.5 14%
1962 4.6 30.8 15%
1963 5.0 31.8 16% .
1964 | 4.9 33.4 15%
1965 4.9 33.4 15%
1966 4.8 32.8 15%
1967 4.8 31.1 15%
1968 5.8 34.0 17%
1969 5.9 33.2 18%
1970 5.8 31.9 18%
1971 7.2 37.2 19%
1972 8.9 40,9 22%

_1_/ Derived by adding domestic production and net imports.

SOURCE: U.S. Department of Agriculture Forest Service, The Demand
and Price Situation for Forest Products, 1971-72,
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APPENDIX L

New One-Family Homes Sold, by Sales Price-
Not Seasonally Adjusted

Period Median Sales
Price
(dollars)
1963 18, 000
1964 18, 900
1965 20, 000
1966 21, 400
1967 22, 700
1968 24,700
1969 25, 600
1970 23, 400
1971
January 23, 900
February 24,500
March 24, 300
April 25, 800
May 25,500
June, 26, 100
July 25, 200
August 25, 300
September : 25, 400
October 25, 600
November 25, 700
December 25, 300
1972
January 24,700
February 26, 500
March 27, 400
April 26, 700
May 27,000
June 26, 800
August 28,100
September 28,000
October 28, 900
November 28, 900
December 29, 700

Note: September through December figures preliminary
Source: United States Census Bureau Construction report C25-72-11 Table 5
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NATIOHAL RSSOCIATION OF HOME BUILDERS

[

1625 | STREET, N.W., WASHINGTON, D. C. 20036

GEORGE C. MARTIN . .
PRESIDENT TELEX 92600 TELEPHONE (202} 737 7435

March 21, 1973

The Honorable Frederick P, Dent
Secretary

Department of Commerce
Washington, D.C.

Dear Mr. Secretary:

In my letter of January 26, 1973, Iurged that you utilize the powers granted
to you by the President under Executive Order 11533 to impose controls on

the exports of soft wood logs and lumber pursuant to the Export Administration
Act of 1969, As I stated to you at that time and in my meeting with you two
days before, the ever rising exports of these essential materials have been
causing severe shortages and escalating prices to the detriment of our
domestic needs and economy. If anything the situation since that time has
become more acute.

We still believe that it is essential that you use your powers under the Export
Administration Act toreturn some stability to the domestic supply and price
situation for soft wood logs and other wood products. We are now entering the
Spring building season when the demand for wood products to sustain the normal
sharp spurt in home starts begins. If nothing is done to curtail the extra-
ordinary foreign depletion of our forest and wood resources, the housing

needs of the American people will be much more difficult to meet and the

nation as a whole will suffer.

To further back up our earlier request to you, I am euclosing a detailed paper
dealing with present situation in soft wood logs, lumber and plywood prices
and supply. This paper shows how serious the situation is and demonstrates
how important it is that you act immediately in accordance with the Export
Administration Act to alleviate the situation.

If we can supply you with any further information in this matter, please
inform us.

Sincerely,

George Martin
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REQUEST BY THE NATIONAL ASSOCIATION OF HOME BUILDERS

FOR CURTAILMENT OF EXPORTS OF SOF TWOOD
LOGS, LUMBER AND PLYWOOD

The Export Administration Act of 1969, 83 Stat. 841 (as amended
by the Equal Export Opportunity Act, 86 Stat. 644) declares that: "R is
the policy of the United States to use export conirols...to the extent
necessary to protect the domestic economy from the excessive drain of
scarce materials and to reduce the serious inflationary impact of abnormal
foreign demand...'" We believe that the current high level of softwood log
and lumber exports is contributing to a crisis of major proportions in the
cost and supply of lumber and other wood products for domestic use.

The National Association of Home Builders is the trade association
representing the home building industry in the United States. It has a
membership of over 67, 000, affiliated in 546 associations throughout the
50 states, Puerto Rico and the Virgin Islands. Because housing producers
use such a large share of lumber, plywood and other wood products, our
industry has been heavily hit by the recent severe shortages in the supply
of lumber and plywood and the rapidly rising prices of these items. Our
industry is deeply concerned over the inflationary impact these rising
lumber and plywood prices are having on the cost of providing shelter,
and we believe that every reasonable step must be taken to preserve this
important natural resource in order that these materials may be obtained
at reasonable prices to meet the housing needs of the American people.

Accordingly, the National Association of Home Builders requests
that the Secretary of Commerce, acting under the authority delegated to
him by Executive Order 11533, impose temporary limits on the exportation
of all softwood logs cut from public and private lands and also on the
exportation of all softwood lumber and plywood for the following reasons:

I. The nation faces a severe shortage of lumber and plywood to
meet domestic demand. Our country is currently experiencing a high rate
of construction activity, especially residential construction. New housing
starts have been reaching record levels in recent years. Exhibit I-A-1
shows that about 2.1 million housing units were begun in 1971 and about
2.4 million in 1972. In 1973, almost all estimates, including those of
the Department of Commerce, are that housing starts will again exceed
2 million units. Even at these high rates of residential construction,
projections comparing housing starts with housing demand indicate that
an accumulated deficit in housing supply is expected to continue at least
through 1979 (see Exhibit I-A-2).
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As shown by Exhibit I-B, a substantial amount, 43% of the softwood
lumber, and 49% of the softwood plywood, consumed in the United States
is used in residential construction. The extremely high need for housing
that exists today is placing a heavy demand on the supply of these materials,
Furthermore, as projections of housing needs, housing starts and
accumulated deficits all indicate, the domestic supply of these materials
will be subject to heavy demands for many years to come, as efforts to
meet the nation's housing goals continue.

Unlike many other products where the cost of manufacture is the
principal determinant of price, the price of lumber and plywood is heavily
affected by supply and demand. Thus, the shortage in the supply of logs,
lumber and plywood is vividly reflected in the skyrocketing prices of these
itemgrdyer the past two years.

Mill Prices

One excellent indicator of heavy demand for lumber and plywood is
the spiralling mill price of framing lumber and plywood at West Coast
mills. Exhibit I-C shows a 104% increase in Green Douglas Fir 2 x 4's
in the two years between February 1971 and February 1973; a 90. 2%
increase in kiln dried Hemlock and Fir 2 x 4's during this period; and a
102% increase in 1/2'" exterior plywood. This rise has become even more
severe as inventories of these materials virtually disappear and we enter
a third year of high demand. Exhibit I-D lists average weekly mill prices
in January, February and early March of this year. In these eleven weeks
alone, kiln dried Hemlock and Fir 2 x 4 prices have increased 24%, 1/2"
plywood, 17% and 1/4"" sanded plywood 66%.

Retail Prices

Similar, if not steeper, increases have occurred at the retail level
where most home builders acquire their lumber and plywood. Our
Asgsociation members from all over the United States are reporting price
increases of tremendous proportions on essential wood materials for
housing construction. In an effort to identify the extent of the problem, our
Association surveyed its membership to identify the extent of these increases
in the past two years. Exhibit I-E provides selected data from this survey
and details substantial price increases throughout the United States,
including one report from Portland, Oregon, that 1/2'" plywood increased
in price by 190. 7% between mid-August 1971 and mid-January 1973.
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Stumpage Prices

According to 1970 figures published by the National Forest Products
Association, about 31% of the total volume of softwood timber harvested is
cut from land owned by the United States Government., It is sold to buyers
by auction. Heavy demand for lumber and plywood and shortages of supply
affect the prices bid and paid for Federal timber. These stumpage prices
provide an excellent barometer of rapidly rising prices for all timber cut
from both public and private lands. As with wholesale and retail prices of
lumber and plywood, there have been marked jumps in stumpage prices
paid for timber on Federal forest lands.

Not only do these soaring prices reflect a severe shortage of supply
for all domestic uses from both public and private lands, but rapidly rising
timber, finished lumber and plywood prices have the psychological effect
of encouraging keen competition and abnormally high bids at Federal auctions
and, as well, high offers for nonfederally owned timber. Additionally,
with respect to privately owned timber, accelerating price increases
encourage the withholding of timber from sale in anticipation of even higher
prices in times to come.

According to the latest figures available (through the third quarter
of 1972), stumpage prices, as shown in Exhibit I-F-1, jumped by 87%
between 1971 and 1972. Monthly stumpage prices for 1972 in the Douglas
Fir Region of our Federal forests, shown in Exhibit I-F-2, provide a
better view of the increasing competition for a limited supply of logs which
has in recent months, driven stumpage prices to an all-time high. In one
month, between November and December of 1972, the price jumped by
40%. Whereas the top bid had been $40 to $50 per thousand board feet in
the first three quarters of 1972, it began to rise in the fourth quarter,
reaching a level of $84. 25 in December. Competition for these logs was
so keen that in November, buyers were willing to pay $16.20 above the
advertised price, and in December they paid $33.43 above this price. In
earlier months, the range was only $4 to $9 above the advertised price.
It was late in 1972 that purchasing activity for export purposes began to
accelerate, driving the price of timber from public and private sources
skyward.

Supply Projections

Work by the Department of Agriculture in preparing its report on
the '"Outlook for Timber in the United States, a Report of the Findings of
the 1970 Timber Review'' (Review Draft, issued December 1972), further
verifies the proportions of the supply shortage, and shows that our nation
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can look forward only to further problems in meeting domestic demand.
Highlights of the Report are summarized in Exhibit I-G. The Report
characterizes the softwood sawtimber supply problem "as the most
serious and immediate."” Its projections of future supply indicate sub-
stantial shortfalls in timber supplies in the forthcoming years, and
increasingly heavy reliance on imports of lumber.

Adding to the shortness of supply resulting from present heavy
demand and the prospects for even greater demands in the years to come
is the fact that, because of various pressures for other uses of forest
lands, the future timber growing base in this country has begun to dwindle.
The Report projects a continuation of this trend, and shows that our nation
is increasingly becoming unable to supply timber to fulfill its own needs.

Imports

Because of the severe shortage of supply of lumber and plywood
from domestic sources, our imports of these materials have shown a
marked increase. Exhibit I-H illustrates the rise in imports of softwood
lumber in recent years and the increasing reliance our nation is placing
on lumber imports. Whereas we had been importing 4 to 5 billion board
feet of softwood lumber in the 1960's which represented about 15% of our
consumption, we imported 7.2 billion in 1971 and nearly 9 billion in 1972.
This 9 billion board feet represents about 22% of United States lumber
consumption.

II, Current exports of softwood logs and lumber are abnormally
high and are causing an excessive drain on the nation's supply of these
materials., Despite increasingly heavy demands for lumber and plywood
at home to supply the high rate of construction activity, exports of soft-
wood lumber and logs have not decreased to compensate. In fact, they
are increasing substantially and have heightened the critical problem
posed by a lumber and plywood shortage. Softwood log exports, for
instance, averaged 2.42 billion board feet in 1968 through 1971. They
increased by 26%, to 3. 05 billion board feet in 1972, a year of record
housing production (see Exhibit II-A). Exports have continued to rise, as
exemplified by the most recently available figures, which indicate that
January, 1973, exports were 26% above January, 1972, exports. Prior
to 1968 exports were considerably lower. They were only 453 million

' board feet ten years ago in 1962,

Our estimate of total lumber consumption in the United States for
1972, based on figures supplied by the United States Forest Service, is
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40, 9 billion board feet. The logs sent abroad could have produced about
3. 8 billion board feet of lumber, Thus, had these logs not been exported,
our country could have increased its domestically-produced supply of
lumber by about 11, 4%,

Also with softwood lumber, there have been substantial rises in
exports, despite heavy demand for lumber in the United States and with
this heavy demand, accelerating prices. Average annual exports of
gsoftwood lumber were 1. 0 billion board feet between 1968 and 1971, but
they jumped to 1, 2 billion board feet in 1972. This was an increase of
20% above the 1968 to 1971 average (see Exhibit II-B),

Recent Activity

Of particular significance is the stepped-up purchasing activity
of Japanese log buyers in late 1972 and early 1973. Spurred by a building
boom and lumber shortage in Japan, Japanese buyers are frantically vying
for American logs. In so doing, they are paying exhorbitant prices,
making competition for logs for domestic use even more keen, and impair-
ing the wood products industry's present and future ability to supply lumber,
plywood, and other wood products for domestic housing needs at reasonable
prices. In 1972 exports to Japan represented 83% of all log exports, with
the remainder spread thinly throughout the world (see Exhibit 1I-C-1),

Exhibit II-C-2, showing monthly exports to Japan, indicates that
January 1973 exports were nearly 67 million board feet, or 46% above
those for January, 1972. Accelerated foreign buying, particularly by the
Japanese, is so recent that it is not fully reflected in export figures.
Furthermore, the volume cannot be precisely calculated because, in many
cases, it will be some time before many of these purchases clear United.
States customs houses and are counted.

However, an examination of what is happening at auctions for timber
to be cut off of Federal lands sheds some light on the extent and serious
impact on prices of foreign buying pressures. Total timber sales to foreign
purchasers from Federal lands is restricted by law, however, all sales
are open to purchasers buying for export purposes. Thus, reports of
bidding activity and the ever increasing top bids for Federal timber provides
a valid indication of the impact on price and supply of abnormally high
foreign demand both for Federally owned timber and all other timber.

In the auctions the bidding starts at a minimum, or appraised, price
and rises according to the individual needs and appraisals of prospective
buyers. Although each sale involves separate circumstances, assuming
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that the appraised price reflects the value on the stump of the end products
which can be manufactured from the logs, the ratio of the winning bid to
the appraised price provides an excellent index of keen competition and
heavy demand. As Exhibit II-D illustrates, and Random Lengths of
February 16, 1973 explains, in November and December of 1971 more
than half, or 61%, of the timber actually sold was bid at no more than

10% over this appraisal., Only 15% of the volume was bid to more than 51%
of the appraisal. During these two months of last year, however, this
pattern was almost reversed. Only 20% of the 1972 volume was bid at less
than 10% over the appraisal, while 48% was sold at an increase of more
than 50% over the appraisal price. Because of the time lag between the
actual purchase of timber and its manufacture into products for construction,
we probably have not yet begun to feel the price impact of this excessive
foreign buying activity.

As previously noted, total annual exports of timber cut from Federal
lands is restricted to 350 million board feet. This is only about 11% of
total United States exports of logs and only roughly 8% of our total annual
consumption., Heavy competition for Federal timber is thus only a small
part of the entire problem of the adverse impact of high exports on the
supply and price of this vital raw material,

Fierce foreign competition for domestic timber is also illustrated
by a comparison, shown in Exhibit II-E, of stumpage prices paid for
timber cut from Washington lands, all of which is eligible for export, and
prices paid for Federally owned stumpage, only a part of which is eligible
for export. Consistently higher prices paid for Washington stumpage
further indicates the price impact of excessive foreign buying activity.

Federal Timber Supply

The Agriculture Department's ''Report of the Findings of the1970
Timber Review' states that demand for softwood timber is projected to
rise above sustainable softwood log harvests by a wide margin under
current levels of forest management. Softwoods needed for lumber and
plywood for housing, other construction and various other markets is,
according to the Report, our most serious timber supply problem.

The shortage of supply is heightened by the fact that the actual
harvest from Federal forest lands, representing about one-third of the
supply of softwood sawtimber, falls substantially below the allowable
cut each year. As Exhibit II-F demonstrates, the allowable cut has
remained fairly constant through the years, but the shortfall has recently



40

been increasing. Several reasons are given for the widening disparity
between the allowable cut and actual sales, including resistance by
environmentally oriented organizations to the use of our forest lands for
lumber production and insufficient funds for forest management. Perhaps
these and other impediments to a fuller use of our forests will be
reconciled in the future, but as things now stand, our nation faces a
dwindling supply base of this raw material and vital natural resource.

III. Curtailment of log, lumber and plywood exports would reduce
the inflationary impact on the economy of high lumber and lumber products
prices. Spiralling lumber and plywood prices have already been discussed
and demonstrated in detail, These increases, which are far above our
nation's anti-inflationary goals and guidelines, have taken place during a
period in which our economy has been subject to strict wage and price
controls under the Economic Stabilization Act of 1970, For many reasons
lumber and plywood prices have not responded to Federal guidelines as
did the price of many other goods and services. On top of this failure of
lumber and plywood prices to adhere to restraints, various changes in
regulations issued under Phase III of the President's efforts to control the
economy, which began in January, and their interpretation have permitted
lumber and plywood prices to undergo even sharper increases.

The inflationary impact on housing prices of these increases has
been very severe, Because it constitutes so large a percentage of the
cost of building a new home, about 16% of the total cost of the average
house, significant increases in lumber and plywood prices have a direct,
immediate impact on the cost of housing. The cost components of a
typical single family home in 1972 are detailed in Exhibit III-A,

Lumber and plywood price increases have soared far above price
increases of other commodities. This is illustrated by Exhibit III-B
which compares wholesale price indexes for all industrial commodities
versus those for softwood lumber and softwood plywood. In January, 1971
the index for lumber and plywood was below that for all industrial .
commodities, including these products. By February of 1973, the index
for lumber and plywood was considerably above the index for all industrial
commodities.

In addition, the price increase in lumber and lumber products is
far in excess of that for other materials which go into the structure of a
home or apartment. Exhibit III-C vividly illustrates the disproportionate
increase of lumber and plywood with that for all construction materials,
including lumber and plywood. In January, 1971, the indexes for all
construction materials for lumber alone were almost identical. In
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January, however, whereas the price over a two-year period for all
construction materials has increased about 14%, during this two-year
period, lumber prices have increased by 49.5%. Plywood, which was
considerably lower on the price index than all construction materials
in January, 1971, is now higher having increased by 27%.

As previously shown, we exported 3. 05 billion board feet of logs
in 1972 and 1. 2 billion board feet of lumber. Had these logs not been
exported but, instead, made available to fulfill domestic needs, they
could have been converted into approximately 3. 8 billion board feet of
lumber. Thus in 1972, as a result of exports of these items, about
5.0 billion board feet of lumber never reached the domestic market.
This represents 14, 7% of total -domestic production in 1972, estimated
at 33. 2 billion board feet, and 12% of all lumber consumed in the
United States in 1972, which is estimated at 40, 9 billion board feet.

IV. Stabilization of lumber prices, holding the line on housing
costs, and achieving our housing goals are of primary importance to our
nation. As a nation, we are firmly committed to decent, safe and sanitary
housing and a suitable living environment for all Americans. The history
of Federal housing legislation amply demonstrates the high priority we
have placed on meeting that commitment. It also shows a particularly
strong concern for and attention to the housing needs of those of low and
moderate income through the establishment of various assistance programs
to bring housing costs within the reach of more American families.

Our national housing goals relate to both quality and quantity of
shelter needed by American families. In 1949 Congress established the
policy that there should be a decent home and a suitable living environment
for all Americans. This goal was re-emphasized and quantified in 1968
when Congress established a 10-year goal for achieving the policy stated
in 1949: 26 million units were to be built or rehabilitated, 6 million of
these for low and moderate income families. The average production to
date has been far short of the average of 2.6 million units a year needed
to meet the 1968 goals.

These goals have been placed in severe jeopardy by substantial
increases in housing costs brought about to a significant extent by rising
lumber prices. Thus, permitting a limited natural resource, timber,
to be siphoned away by exports to meet the housing and other needs of
foreign nations operates in direct conflict with the achievement of our own
national housing goals. There is no question but that priority in allocating
this resource must be given to meeting the housing needs of the American

people.
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The rise in the median price of single family homes accelerated
toward the end of 1972, As shown in Exhibit IV-A, in the first half
of 1972 the median sales price ranged from $24, 700 to $27, 000, and it
began to increase considerably in mid-year, reaching $29, 500 in
December 1972. Because lumber and plywood constitutes such a large
component of construction cost and because the prices of these materials
have risen so far out of proportion to that of other components, we believe
that this considerable rise in the median price of single-family housing
can, to a great extent, be attributed to the cost of lumber and plywood.

Early in 1973, we estimated that the construction cost of an
average house had increased by at least $1, 200 as a result of lumber and
plywood price increases during the preceding six months. Since that time,
lumber and plywood prices have continued to increase, and this increased
cost has now gone up another $280 to $1,480. This represents an over
10% increase in the total construction cost in less than nine months.

Increases of this magnitude can quickly destroy the prospects for
home ownership for many American families, particularly those of low
or modest income. For each doliar increase in the monthly mortgage
payment, the home buyer normally has to earn four times that amount,
or $4 more, to qualify for a loan. The increased purchase price of housing
results in the home buyer having to pay additional sums toward principal
on a mortgage, interest, increased taxes and increased insurance,

Conclusion .

Eliminating the drain on our nation's supply of timber, lumber and
plywood caused by rising exports does not provide the only answer to
meeting the nation's demand for wood products at reasonable prices. Much
more needs to be done to increase the supply of these products and thus,
reduce their price, Many of these steps involve long range activities such
as improvement of the yield from our forests, providing access to timber
stands and conducting research for technical breakthroughs. These steps
take time and should be pursued diligently, but a significant measure to
aid in reversing the current serious situation can be taken now and should
not be ignored or postponed.

A temporary curtailment of log and lumber exports can produce a
substantial improvement in our supply and ward off increasing housing
prices. The high rate of exports of timber and lumber has had a tremen-
dously disruptive influence on the price and supply of these materials,
The problem has reached such immense proportions that it should not be



43

permitted to continue in the hope that long-range solutions will ultimat \ly
be found. Immediate and decisive action must be taken. Curtailing
exports will not only permit substantially greater quantities of lumber to
reach domestic purchasers whose needs are now at record high levels,
but it will quell the severe price competition brought on by the prospects
of selling these materials to foreign purchasers at inflated prices and

it will alleviate the tendency to withhold this material from the market

in the hope of even further price inflation.

One of the most frequent objections heard to imposing controls on
the export of softwood logs and lumber is that our balance of trade would
be adversely affected. Although this certainly is a valid consideration in
determining whether to take such a drastic action, we believe that if fails
for two reasons in this situation. First, and most importantly, the high
importance given to housing of our nation's citizens in adequate accommo-
dations cannot be allowed to be subordinated to the mere consideration of
balance of trade. The overwhelming impact on the nation's economy and
general well being by permitting the présent level of softwood logs and
lumber exports to continue, far outweighs any consideration of impact on
our balance of trade.

Secondly, however, all evidence points to the fact that a complete
cessation of export of softwood logs and lumber during 1972 would have
resulted in a positive effect on the nation's balance of trade deficit, This
conclusion is based on figures supplied us by the Department of Commerce.
In 1972 we exported 3. 05 billion board feet of sofi#ood logs for which we
received approximately $392 million., We also exported about 1, 2 billion
board feet of lumber for which we earned approximately $94 million.

If we had not exported any softwood logs the 3.5 billion board feet
exported would have yielded approximately 3. 8 billion board feet of lumber,
This amount of lumber, added to the 1.2 billion board feet of lumber
exported, would have increased the amount of lumber available for domestic
purposes by five billion board feet. Since we imported approximately
8. 9 billion board feet of lumber our need to import lumber would have
declined by approximately the same amount and we would have needed to
import only 3. 9 billion board feet.

The 8.9 billion board feet of lumber imported in 1972 cost
approximately $1 billion. If this amount had been decreased by approximately
3. 9 billion board feet our payment for imports would be reduced accordingly
by approximately $561 million.

95-816 0 - 73 - 4
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Adding to the $94 billion earned on the export of lumber the
approximately $392 million earned on the export of logs, it is apparent
that the United States earned approximately $486 million during 1972
on all .softwood logs and lumber exports. When this is compared with
the approximately $561 million paid for the import of the same amount
of lumber that would have been available domestically if we had had
no such exports, it is obvious that there would be a positive effect on
our balance of trade to the extent of $75 million. '

We have shown that the high rate of exports of softwood logs and
lumber has posed a severe drain on our scarce supply of timber required
to fulfill the housing needs of this nation and that the resulting shortage
of supply has seriously inflated the cost of these materials and thus, the
cost of housing for all American families. Furthermore, we have
demonstrated that control of such exports would be beneficial to both the
nation's housing needs and its balance of trade. Accordingly, the
National Association of Home Builders requests that the exportation of
all logs, lumber and plywood be curtailed until such time as there is a
sufficient supply to meet domestic needs for these materials at
reasonable prices.

March 21, 1973
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Exhibit I-4-1

NEW PRIVATE AND PUBLIC HOUSING STARTS 1960-1972

(In Thousands of Units)

Period Single Multi-~ Total % Single Seasonally Adjusted Mobile Home
Family Family Family Annual Rate Shipments
1960 1008. 7 287, 3 1296. 0 77.8 103. 7
1961 988. 9 376.1 1365.0 72.5 90. 2
1962 996. 0 496. 4 1492. 4 66.7 118. 0
1963 1021. 6 620. 4 1642. 0 62. 2 150. 8
1964 - 9719 589.1 1561, 0 62.3 191. 3
1965 965.0 544, 6 1509. 6 63.9 216.5
1966 779.5 416. 4 1195.9 65. 2 217.3
1967 844.9 477.0 1321. 9 63.9 240. 4
1968 900.5 746.0 1545.5 58.3 318.0
1969 811.2 688. 4 1499. 6 54.1 412. 7
1970 815.1 653.9 1469. 0 55.5 401. 2
1971 1152. 9 931. 6 2084.5 55.3 496. 6
1972
Jan. 76. 4 74.5 150. 9 2487 33.3
Feb. 76. 4 7.2 153. 6 2682 39.7
Mar. 111. 5 94,3 205.8 2369 48.8
Apr. 120.1 93.1 213. 2 2109 53. 4
May 135. 4 92.5 227.9 2350 51. 5
June 131. 9 94.3 226.2 2330 54,17
July 17,7 87.3 205.0 2218 48. 2
Aug. 131, 3 97. 4 230.9 2484 51. 7
Sept. 119. 5 80.9 201.8 2366 48.8
Oct. 117, 0 101. 2 218. 2 2462 54. 1
Nov. 97. 4 89. 17 187. 1 2395 50. 4
Dec. 73.2 79. 4 152. 6 2369 37.7
Total 1309. 2 1069, 2 2378.5 £5.1 572. 4
1973
Jan. 76.9 70.3 147. 2 2496 40. 17
Feb. 73.1 65. 6 138. 8 2444 NA

Source: U.S. Department of Commerce, Bureau of Census
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EXHIBIT 1-B

Estimated Lumber & Plywood Uses in an
Average Year

Residential Other .Const. Manufacturing & bthers
Lumber 43% 43% 14%
Plywood 49% 12% 39%

Source: National Forest Products Association,
Washington, D.C.
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EXHIBIT 1-C

PRICES OF FRAMING LUMBER AND PLYWOOD
1971 - 1973
(FOB Mill, West Coast)

GREEN KILN DRIED 1/2" 4/5 PLY

DOUGLAS 1 HEM-FIR EXTERIOR
FIR 2 x 4's 2x4's 2 PLYWOOD
MONTH 1971 1972 1973 1971 1972 1973 1971 1972 1973
January $78  $114 $172 $82 $121 . $160 $81 $107- $163
February 89 117 182 95 122 181 91 110 184
March 91 115 98 122 91 111
April 91 114 97 122 87 111
May 89 . 114 96 123 84 118
June 97 116 109 129 89 136
July 103 121 - 118 140 101 156
August 108 124 119 146 101 156
September 102 136 113 151 96 156
October 99 156 106 155 90 156
November 105 160 108 155 95 156
December 108 153 110 155 98 156

Douglas Fir, unseasoned, 2 x 4, std and btr, random 8/20' lengths.
Price per thousand board feet.

2
Hem-Fir, (inland), Kiln Dried, 2 x 4, std and btr, random 8/20' lengths.
Price per thousand board feet.

3 Douglas Fir, Plywood, 1/2'", standard exterior (4/5 Ply). Price per
thousand square feet.

SOURCE: Random Lengths, Yearbook 1971
Weekly Price Guide, various issues
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EXHIBIT I-D
AVERAGE WEEKLY PRICES
OF FRAMING LUMBER AND PLYWOOD
(FOB Mill, West Coast)
December 1972 - March 1973
Green Kiln Dried 1/2'" 4/5 Ply 1/4" Sanded
Week Douglas Hem-Fir 2 Exterior Interior -,
Ending Fir 2x4's 2x4's Plywood Plywood
12/1 $144 $155 $156 $102
12/8 150 155 156 102
12/15 154 155 156 102
12/22 157 155 156 102
12/29 158 155 156 102
1973:
1/5 $162 $155 $156 3102
1/12 166 155 156 102
1/19 178 162 170 116
1/26 180 168 170 118
2/2 180 175 180 128
2/9 185 182 190 150
2/16 182 184 182 150
2/23 181 184 182 160
3/2 181 185 175 170
3/9 182 188 175 170
3/16 . 183 182 182 - 170

1 Douglas Fir, unseasoned, 2 x 4, std and btr, random 8/20' lengths.
Price per thousand board feet.

2
Hem-Fir, (inland), Kiln Dried, 2 x 4, std and btr, random 8/20' lengths.
Price per thousand board feet.

3 .

Douglas Fir, Plywood, 1/2", standard exterior (4/5 Ply). Price per
thousand square feet. )

4 . .

Sanded Plywood, 1/4", AD interior. Price per thousand square feet.

SOURCE: Random Lengths, Yearbook 1971
Weekly Price Guide, various issues
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LUMBER PRICE INCREASES DURING PHASES I, II, and III EXHIBIT I-E
FOR ESSENTIAL HOMEBUILDING MATERIALS
% CHANGE % CHANGE
ITEM 19711 19722 19733 71/72 72/73
2x4 Studs Precut 160 193 200 20.6 3.6
155 200 205 29.0 2.5
D] 130 160 160 23.0 0
2x4 Studs KD H/F 123 168 195 36.6 16.1
2x10 DF #2545 168 190 220 13.1 15.8
3" cpx 97 169 200 74.2 18.3
2x4 #1&2 DF 54 158 195 217 37.3 11.3
2x10 " " " 168 210 245 25.0 16.7
3" CcDX 109 185 212 69.7 14.6
2x4 Studs (WW Cut) 160 173 185 8.1 6.9
2x10 - 8 185 210 223 13.5 6.2
4" CD Plywood 135 169 177 25,2 4.7
2x4 Studs 140 205 215 46.4 4.9
R’L up to 2x8 135 185 205 37.0 10.8
4" CED, Ext. 150 230 215 53.3 6.5~
2x4 -8 180 205 225 28,1 9.8
2x4 #2 YLP (Pres. 177 230 245 29.9 6.5
TR.)
2x4 Spruce 163 260 260 59.5 0
2x4 Hem 155 205 260 32.3 26.8
2x4 Pt 192 245 245 27.6 0
2x4 Const. Fir 170 210 210 23.5 0
2x4 Spruce (10-20) 155 240 245 54.8 2.0
2x4 130 165 180 26.9 9.1
2x6 125 165 180 32.0 9.1
2x4 Studs, Pine 148 183 203 23.7 10.9
2x4 " WF Precut 134 182 201 35.8 10.4
2x10 KD Spruce 148 187 203 26.4 8.6
2x10 KD " 110 187 184 70.0 1.6-
4" STD Ext 124 153 195 23.4 29.5
4" cDX SP 99 178 194 79.8 9.0
2x4 Studs, Hem, Fir 151 185 22.5 -————
3" cpx 130 185 42.3 ----
3/8"4x8 CD 110 135 140 22.7 3.7
2x4 Studs, Precut 155 180 180 9.1 V]
Studs #2 Fir Precut 169 214 204 26.6 4.7~
4" cp 123 176 168 43.1 4.6~
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EXHIBIT 1-E
% CHANGE % CHANGE
ITEM 19711 19722 19733 71/72 72/73
Baltimore, 2x4 Precut Studs 144 140 190 18.1 11.8
Maryland 195 215 240 10.3 11.6
147 196 217 33.3 10.7
2x4-8 Hem 125 177 210 41.6 18.6
160 185 225 15.6 21.6
140 155 225 10.7 45.2
135 220 228 62.7 3.6
150 190 215 26.7 13.2
2x4-8 163 200 206 22.7 3.
3/8" CD Ext 94 155 195 64.9 25.8
110 205 230 86.4 12.2
2" cp 150 235 240 56.7 2.1
132 200 203 51.5 1.5
125 159 217 27.2 36.5
135 210 240 55.6 14.3
4" cpx 133 226 112 69.9 ?
155 190 215 22.6 13.2
4" CD Ext 137 240 247 75.2 2.9
137 219
Hyannis, 2x4 Hem 140 202 235 443 16.3
Massachusetts 2x6 " 140 193 215 37.7 11.4
4" cDx 145 235 230 62.1 2.1-
Bloomfield Hills, 2x6 - 14 Pir 211 - 284 aeee B
(Detroit) 3/8" Ext 202 --- 279 — —--
Michigan
Kalamazoo 2x4 Const. Spruce 174 225 245 29.3 8.9
2x6 " " 194 199 236 2.6 18.6
Troy 2x4-8 Std & Btr Fir 174 225 213 29.3 5.3-
3" cp 153 209 204 36.6 2.4~
St. Louis, 2x4 Studs 154 210 213 36.4 1.4
Missouri 2x6 8-10 143 168 175 17.5 4.2
3" cp 132 179 189 35.6 5.6
Las Vegas, 2x4 Studs 135 175 202 29.6 15.4
Nevada 155 215 247 38.7 14.9
CDX Ext 125 220 215 76.0 2.3-
150 245 240 63.3 2.0-
Freehold, 2x4 Studs Fir 170 230 230 35.3 0
New Jersey 2x8 - 20 148 205 215 38.5 4.9
4" Ext. Glue 133 230 220 72.9 4.4-




Cleveland,
Ohio

Eugene, Oregon

Portland

Lancaster,
Pennsylvania

Pittsburg

Houston,
Texas

Newport News,
Virginia
South Jordan,

Utah

Everett,
Washington

Redmond

-~ 3rd Quarter

- 4th Quarter
- 1st Quarter

W N -

ITEM

2x4 - 16
2x4 Studs Hem
1" cp

2x4 Studs
2x10 Joists

" 3/8 " Plywood

2x4 Studs
2x10
3" cDx

2x4-8 Spruce
2x10-12 Fir
4" CD Ext

2x4 WF

2x10 W Spruce

2x4 Studs Util

2x10, 12 RL #3 YLP

#2 YLP Studs
3" CDX

2x4 Pet Studs
2x6 - 16

2x4 Studs
2x10 - 20
3" Plywood

2x4 Gr, Cedar

2x4 Studs KD Std &

BTR
3" CcDx

Studs KD STD &
BTR

3" CDX
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EXHIBIT I-E~
% CHANGE % CHANGE

19711 19722 19733 71/72 72/73
165 238 203 44.2 14.7-
190 223 240 17.4 7.6

158 240 210 51.9 12.5-
155 229 253 47.7 10.5

134 155 189 15.7 21.9

157 183 211 16.6 15.3

98 109 169 39.7 55.1

97 140 175 44.3 25.0

117 185 230 58.1 24.3

86 210 250 144.2 19.1

150 210 230 40.0 9.5

185 250 270 35.0 8.0

135 - 205 ——— ——--

184 236 236 28.3 0

175 242 242 38.3 0

152 167 175 9.9 4.8

145 175 160 20.7 8.6-
121 150 150 24.0 0

101 148 170 46.5 14.9

125 195 - 56. ——--

120 155 - 29.2 ——--

155 165 189 6.5 14.6

149 208 229 39.6 10.1

127 197 189 55.1 4.1-
135 210 225 55.6 7.1

125 150 155 20.0 3.3

119 158 158 32.8 0

135 160 160 18.5 o

150 220 - 46.7 -
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EXHIBIT I-F-1

AVERAGE STUMPAGE PRICES FOR ALL SPECIES OF SAWTIMBER
SOLD ON NATIONAL FORESTS IN OREGON AND VV,ASHINGTON,1 1960-72
(In Dollars Per Thousand Board Feet)

YEAR PRICE
1960 $22.10
1961 18.50
1962 16. 60
1963 18.50
1964 24, 20
1965 27.50
1966 31.50
1967 28. 00
1968 42,40
1969 58. 80
1970 26.70
1971 30.10
19722 56.67

1 Excludes Northeast corner of the state

Price for the third quarter of 1972

SOURCE: U.S. Forest Service, Production, Prices, Employment,
And Trade in NW Forest Industries. 3rd Quarter 1972
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EXHIBIT 1-F-2

MONTHLY STUMPAGE PRICES
Douglas Fir Region

1972

Differential
Between

) Advertised
Volume Advertised Bid and Bid

(million (per thousand (per thousand (per thousand

Month board feet) board feet) board feet) board feet)
January 57.3 $37.42 $43.99 $ 6.57
February 116.1 33.90 40, 36 6.46
March 331.6 37.32 40, 98 3.66
April - 146.4 33.80 38,01 . 4,21
May 328.8 ' 33,99 40,53 8.54
June 956.1 39, 94 47,29 7.32
July 85.6 44,68 50.59 5.91
August 197.4 52,10 59,72 7.62
September 193.7 54,171 61,11 6.40
October  186.6 53.12 61.98 * 8.86
November 271.5 44, 04 80,24 16.20
December - 790.2 50,82 84,25 33.43

* Excludes sale on Siskiyou National Forest of 5.6 Million board feet
of Port Orford Cedar at $1,000 per thousand board feet.

SOURCE: U.S, Foreat Service
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EXHIBIT 1-G

MAJOR TIMBER SUPPLY-DEMAND FINDINGS

1. Demands for wood products have increased 70 percent in the last three
decades and similar substantial increases are expected through the end of this
century. ’

2. During the past three decades, lumber consumption rose 49 percent. -
Use of pulp products climbed 235 percent. Consumption of veneer and plywood
increased 475 percent.

3. Net growth of softwood increased about one-third between 1950 and 1970.
This included about 40 billion board feet of softwood sawtimber suitable for lumber
and pulpwood. Net growth of hardwoods increased nearly as much, with growth
of the hardwood sawtimber portion of the total amounting to 20 billion board feet,

4. With current levels of forest management for timber production, only
modest increases in timber harvests will be available in the next few decades.
Inadequate supplies of timber to meet rising demands will lead to consequent
increases in prices of timber and timber products.

5. Increasing pressures for transferring land from commercial forests to
recreation and other non-timber uses, as well as increased environmental
considerations, have a direct effect on timber supplies. ’

6. Rising imports of wood products will provide some increases in supply
but may be largely offset by increases in exports.

7. Greater use of. non-wood materials as substitutes can be a partial solution
to future wood supply problems, but could have undesirable environmental and
economic effects.

8. The two most promising methods for increasing supplies and holding down
prices are (1) intensifying growth rates of timber in domestic forests, especially '
on the 296 million acres of non-industrial private lands which make up three-fifths
of the commercial forest land base, and (2) improving product yields from
available raw materials.

9, Increased research and application efforts could increase supplies of
timber and wood products substantially through solution of protection, harvesting,
processing, and utilization problems.

10. Due to the long term nature of forestry, decisions must be considered
promptly as to how we are to meet future demands for timber products while
simultaneously providing for non-timber uses of forests and environmental
protection.

SOURCE: '"Outlook for Timber in the U, S., a Report of the Findings of the
1970 Timber Review"
(Review Draft, issued December 1972)
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EXHIRBIT 1-H
IMPORTS OF SOFTWOOD LUMBER
(Billions of Board Feet)
Percent of
Consumption
Apparent Supplied by
Year Imports Consumgtion_]/ Imports
1960 3.6 29.6 12%
1961 4.0 29.5 . 14%
1962 4.6 30.8 15%
1963 . 5.0 31.8 16%
1964 4.9 33.4 15%
1965 4.9 . 33.4 15%
1966 4.8 32.8 15%
1967 4.8 3}. 1 15%
1968 5.8 34.0 . 17%
1969 5.9 33.2 18%
1970 5.8 31,9 18%
1971 7.2 ’ 37.2 ‘ 19%
1972 8.9 40,9 22%

i /  Derived by adding domestic production and net imports.

SOURCE: U.S. Department of Agriculture Forest Service, The Demand
and Price Situation for Forest Products, 1971-72.
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EXHIBIT I11-A
U.S. EXPORTS OF SOFTWOOD LOGS, 1962-73
(In Million Board Feet, Log Scale)
Year Total Exports Exports to Japan Exports
’ Japan as a Percent of Total
1962 452.7 326.0 72. 0%
1963 879.6 689.0 78.3
1964 1022. 6 752.0 73.5
1965 1111, 4 800. 0 72.0
1966 1317.5 1080. 0 82.0
1967 ) 1873.6 1580. 0 84.3
1968 2473.2 2112.0 85. 4
1969 2316. 8 1996.0 86.2
1970 2684,.1 2372.0 88. 4
1971 2233.4 1844.0 82.6
1972 3048.0 2523.0 A 82.8
| Jan 1972 205.9 143.8 69.8
Jan 1973 260. 5 210.5 81.0

Source: U.S. Forest Service, The Demand and Price Situation For Forest
Products, 1971-72, Table 13. 19872 Data: U.S. Bureau of Census
1973 Data: U.S. Department of Commerce,
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EXHIBIT 1I-B

EXPORTS OF SOFTWOOD LUMBER
(Billions of Board Feet)

Year Exports
1960 0.7
1961 0.6
1962 0.6
1963 0.7
1964 0.8
1965 0.8
1966 0.9
1967 1.0
1968 1.0
1969 1.0
1970 1.2
1971 0.9

1972 1.2

Source: U.S. Department of Agriculture Forest Service, The Demand
and Price Situation for Forest Products, 1971-72.




EXHIBIT I1-C-1

Softwood Logs Exports 1972

Country Quantity
(thousand BF)

Canada 461, 700
Mexico 453
Bahamas 156
LW WWI. 13
N. Antil 48
Peru 2, 264
Brazil 96
Sweden 11
Nethl. 56
W. Germ 1,579
Switz 67
Portgl 15
Greece ’ 41
S Arab 13
Kor Rep 53, 754
Japan 2,522, 669
T. PacIs. 6
Miquel 1,378
Bermuda 7
Jamaica ki
Trinidad 11
FW Ind 25
Chile 9
Argent. 38
Finland 10
France 616
Austria 34
Spain 1,596
Italy 1, 216
Iran 3
Bahrain 20
Hg Kong 20
Austral 170
Rep Saf 14
Total 3, 048,120

Source: United States Commerce Department

85-816 0 - 173 -5
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EXHIBIT I1-C-2

SOFTWOOD LOGS EXPORTED TO JAPAN, 1972

QUANTITY

MONTH {in thousand board feet)
January 143, 784
February 80,074
March 307,701

- April 246, 496
May 239,798
June 163, 868
July 184,116
August 297, 652
September 200, 135
October 261,627
November 216, 958
December 180, 460
Total 1972 2,522,669
January, 1973 210,527

SOURCE: U. S. Department of Commerce
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EXHIBIT 1I-D
Comparison of Timber Sale Bid Ratios
November and December
Year Approx. Percent of Percent of Percent of Percent of
Volume Volume Volume Volume Volume
Sold Bid 0-10% Bid 11-50% Bid 51-100% Bid
(million over over over more than
board Appraisal Appraisal Appraisal 100%
feet) over
Appraisal
Four Washington Forests
1971 215 61% 24% 129% 3%
1972 342 20 31 17 31
Williamette National Forest
1971 330 89% 10% *
1972 290 33 21 33 12

*There was a small cedar sale at 6 x appraisal price.

Source: Random Lengths, February 16, 1973
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EXHIBIT I1-E
Comparison of Stumpage Prices in Washington
and Oregon
Private National Forest BLM State

Year Harvest Harvest Stumpage Harvest Stumpage Harvest Stumpage

STATE OF OREGON

1967 3,833 3,181 $36. 92 1, 092 $36. 97 127 $32.10

1968 4, 354 3, 642 44, 23 1, 470 47.33 161 55.75

1969 4,165 3,464 68. 64 1, 206 70. 33 200 48.78
1970 3,874 2,832 30.12 1,037 42. 02 150 35.52

1971 4,230 3,197 35,30 1, 340 47, 06 158 36.76

3rd Qtr

1972 (60. 30) (74. 44) (55.53)

STATE OF WASHINGTON

1967 3,31 1,599 $27. 63 3 $30.78 467 $34. 38
1968 3, 856 1,795 39.68 4 39, 38 681 55. 88
1969 4,230 1, 519 48, 36 3 44. 03 744 74. 66
1970 4, 045 1, 378 30. 06 2 - 602 52.15
1971 3, 946 1, 261 25.53 4 33.63 722 46, 42
3rd Qtr

1972 (48. 35) (50. 42) (86.79)

NOTES: Harvest figures are in MMbf for the entire State.
Stumpage figures are in dollars per Mbf for the Western half of each
State (that portion of the State prone to entry into the export market).

One will readily note the extent to which the stumpage values of State of
Washington timber is consistently much more than that on other public timber sales.
This is safely attributable to the fact that State of Washington timber can freely enter
the export flow; while there are restrictions on all other public sales.

SOURCE: Production Prices Employment and Trade, North West Forest Industries
Pacific North WestForest Ranger Experiment Station, U.S. Forest Service
Tables 8 and 34.



63

EXHIBIT 1I-F
TIMBER SUPPLY, NATIONAL FORESTS
ACTUAL ALLOWABLE
VOLUME SOLD HARVEST

FY YEAR - -mmbf mmbf

65 11,511 12,725

66 11, 383 12, 993

67 11,655 13, 060

68 11, 652 12, 980

69 18, 931% 13, 552

70 13,382 13,538

71 ' 10, 636 13,674

72 10, 340 ' 13, 631

* - 8.75 Alaska

SOURCE: National Forest Products Association
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EXHIBIT JII-A

AVERAGE MATERIAL 1/

COSTS IN A SINGLE FAMILY

HOMEx* 1972

Percent
Cost Item Cost of Total
Excavation $ 243.30 1. 7%
Masonry 948. 30 6.7
Concrete 1,123, 47 8.0
Lumber 2,193, 23 15. 6
Wood Flooring 438.178 3.1
Millwork 1, 455. 41 10.3
Carpentry Labor 1, 686. 75 12,0
Roofing 337.12 2. 4
Gutters 104. 54 0.7
Lath and Plaster 829. 38 5.9
Tile Work 277.00 2.0
Linoleum 288, 94 2.1
Electric Wiring 517. 54 3.7
Lighting 109. 41 0.8
Plumbing 1, 314. 98 9.3
Heating 650. 37 4.6
Painting 678. 30 4.8
Insulation 132, 38 0.9
Finish Hardware 112, 97 0.8
Rough Hardware 127. 64 0.9
Incidental Cost 280. 41 2.0
Appliances 232.92 1.7
Total Cost: $14, 083.14 100. 0%

*Approximate sales price: $25, 000

Source; Based on cost data covering 70 cities compiled by NAHB
Economics Department.

l/ This excludes all hard costs i. e. cost of land, financing cost, overhead,
and profit. : :
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EXHIBIT IV-A
New One-Family Homes Sold, by Sales Price-
Not Seasonally Adjusted

Period Median Sales
Price
(dollars)
1963 18, 000
1964 18, 900
1965 . 20, 000
1966 21, 400
1967 22, 700
1968 24, 700
1969 25, 600
1970 23, 400
1971
January 23, 900
February . 24, 500
March ' 24, 300
April 25, 800
May 25, 500
June, 26, 100
July . 25, 200
August 25, 300
September 25, 400
October 25, 600
November 25, 700
December 25, 300
1972
January 24,700
February 26,500
March 217, 400
April 26, 700
May 27,000
June 26, 800
July 27,700
August 28,100
September 28,000
October 28, 900
November 28, 900
December 29, 700

Note: September through December figures preliminary
Source:\ United States Census Bureau Construction report C25-72-11 Table 5
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Mr. Asarey. Thank you, Mr. Martin. I exercised some forbearance,
because this is a very good statement, and I think it is important
that it be read in its entirety. And I think the recommendations you
make with respect to H.R. 5769 are most worthy of consideration,
and I would be interested in the comments of our other panelists this
morning and this afternoon.

I am curious about one—well, I am curious about a number of
things—to say the least.

You say the median sales price of a new home in 1972 is $26,685,
that it leaped to $29,700 a year later, December of 1972. We know
what it is in the Washington area. It is in the high thirties. I wonder
what that figure would be if you subtract the 235 housing? What
do you suppose it would be ? :

Mr. Martin. Well, that would have a tendency to bring the median
price up.

Mr. Asarey. Very substantially. We know that in our high pro-
duction years of 1970-71 we were producing somewhere in the neigh-
borhood of 450,000 units of 235 and 236. If we take the 235 increment,
sales housing, which is what you are talking about here, and you
know that it has got to come in at a price of around $23,000—some-
thing like that—so, if we take out that increment of assisted housing
the median price in December of 1972 would have been probably
in the $34,000 to $35,000 range; is that right ?

Mr. Martin. Yes, sir. The median, when you take out the Govern-
ment-assisted programs, is probably up to about $34,000. This price
for the first half of 1972, was $26,685, and for December of 1972 was
$29,700, so that it did not take place over a year; it took place over a
matter of months, this particular jump.

Mr. Asurey. That was when the production of our assisted hous-
ing was high. I mean, it was somewhere around 20 percent of our
overall housing production.

Mr. MarTInN. That is correct.

Mr. Sumicurast. The median price of 235 is a little less than what
you indicated. It is around $19,000. I think, if you take into consid-
eration the number ,

Mr. AsaLeY. My figures—

Mr. SumicHrAST [continuing]. Are even better.

Mr. AsaLey. Absolutely.

Mr. Sumicurast. I was going to suggest that the data for homes
financed with conventional mortgages by savings and loans and col-
lected by Federal Home Loan Bank Board

Mr. Asurey. Would you identify yourself for the record ?

Mr. Sumicurast. Michael Sumichrast. I am chief economist for
the National Association of Home Builders.

_'I}‘lhe median price runs about $35,000 to $36,000, if I remember
right.

Mr. Asurey. Conventionally financed ?

Mr. SumicuHrasT. That is correct.

[The following supplemental information concerning the median
sales price of new homes was submitted for the record by the Na-
tional Association of Home Builders:]
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INFORMATION SUPPLIED BY THE NATIONAL ASSOCIATION OF HoOME BUILDERS
CONCERNING MEDIAN SALES PrICE oF NEw HOMES

It is not possible to break out the 235 homes which are included in the sam-
pling conducted by the Census Bureau to arrive at the median sales price of
new homes. The Census Bureau only collects data on all FHA insured housing,
without distinguishing between subsidized and unsubsidized mortgages. How-
ever, it does provide this information for homes with all types of financing, those
financed under FHA, those financed under VA, and those financed conven-
tionally. Whereas the median sales price of all new homes in the fourth quarter
of 1972 was $29,000, the median sales price for homes financed under FHA
was $20,700.

The most recent data available from HUD, on the acquisition cost of homes
financed with unsubsidized Section 203(b) mortgages as opposed to those fi-
nanced with subsidized 235 mortgages, indicates that the median acquisition
cost for 203(b) homes was $24,700 during the second quarter of 1972 and for
those financed under 235 it was $18,660. The comparable second quarter figure for
1972 compiled by the Census Bureau for all FHA financed homes was $20,400.

Set out below are the median sales price of new homes for the four quarters
of 1972 as set out in the Census Bureau’s Construction Report; C25-72-12.

MEDIAN SALES PRICE OF HOMES SOLD

All types

1972 of financing FHA-insured  VA-guaranteed Conventional

1st quarter. $26, 200 $20, 200 $24,700 $31, 900

2d quarter___ - 26,800 20,400 24,800 31,000

3d quarter___ - 27,900 20,900 26, 000 30, 800

Athquarter\._____ .. ... 29,006 20,700 24,600 33,300
t Preliminary.

Mr. Asurey. Do you have any idea, as the chief economist, how
many American families, what percentage of American families can
afford a dwelling in this price range?

Mr. SumicHRasT. Are you talking about conventionally financed
or at the median sales prices, $29,700?

Mr. Asarey. Well, let us just go conventionally to start with.

Mr. SumicHrasT. 1 think we supplied you with these figures about
a month ago, if T-remember rightly, about one-third.

Mr. BrackBURN. Mr. Chairman, T would like to suggest we get
all the statements in before we start the questioning, because there
are other witnesses.

Mr. Asurey. Yes. The chairman stands admonished.

Mr. Hodges, would you proceed, please?

STATEMENT OF RALPH D. HODGES, JR., EXECUTIVE VICE
PRESIDENT, NATIONAL FOREST PRODUCTS ASSOCIATION

Mr. Hopces. All right, sir.

I am Ralph Hodges, the executive vice president of the National
Forest Products Association, which has its headquarters here in
Washington, D.C.

The National Forest Products Association is a federation of 25 re-
gional and species wood products associations.

I will brief my full statement and submit it and the attachments
for the record.
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To start off with, we are allied with the homebuilding and build-
ing materials dealers in urging that the Congress and the adminis-
tration correct the deteriorating Federal forest management situa-
tion. The heart of this problem is an inadequate supply of available
timber. This committee, of course, is familiar with the violent fluc-
tuations in housing demand. When housing starts go from 1.4 mil-
lion to 2.4 million units in just about a year’s time, then sawmill
capacity is stretched beyond practical limits. It is amazing that we
have performed so well when you consider this dramatic increase in
starts and the reduction that took place in Federal timber offerings
during the same period.

Federal lands contain 58 percent of all of the Nation’s softwood
sawtimber—and 52 percent of all softwoods are in the commercial
timber areas of the national forests. The national forests are where
the readily available increase in softwood sawtimber supply is now.
The inventory of mature and overmature timber is wastefully ex-
cessive and should be placed under better management. Furthermore,
the productive capacity of the Federal lands is grossly underutilized.
If we managed the inventory and the growing capacity of the land
with reasonable intensity, we would have plenty of lumber and ply-
wood and logs both for domestic use and export.

Now, on log exports, the principal buyer, of course, is Japan, and
it needs the wood for its expanding housing program. This issue is
complicated by the wide variety of interests involved. There is a
variety of timber sellers, timber buyers, port authority interests, labor
interests, revenues to support State school systems, foreign trade in-
volvements, and international relations, all of which, and particularly
these latter points, make it difficult to think of getting an embargo
on the export of all classes of U.S. logs.

In regard to the Export Administration Act, we have one major
problem. We are a signatory to the General Agreement on Tariffs and
Trade, GATT, and article XX requires that a country can impose
an embargo to conserve exhaustible natural resources “1f such meas-
ures are made effective with restrictions on domestic production or
consumption.” If we have to agree with that, it would only result
in further reduction of the domestic supply.

It is for this reason that the National Forest Products Association
supports an extension of the Morse amendment with the reduction
of the volume allowed for export from 350 million board feet annually
to zero.

- We have urged the House Appropriations Subcommittee to require
that logs from Federal lands go to domestic mills until such time as
the full allowable cut is offered for sale.
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We support the objectives of legislation which you have sponsored.
We think that an advisory committee will help to focus attention on
the key issues, but we must remind the committee that it is a slow
process, that we need immediate action and the kind of action that
we need, the immediate relief that we need, is to increase Federal
timber sale offerings, and that means releasing the funds needed to
do the job.

I want to remind you that Representative Al Ullman of Oregon
secured an amendment to the Revenue Act of 1971 related to DISC
corporations, and this provision gives the President authority to
declare a commodity or a “property in short supply” and exclude it
from export. He can do it unilaterally. All he need do is issue an
Executive order. This gives the executive branch considerable power
to deal with a foreign country on an export problem, and we have
urged that the executive branch try to get the Japanese to moderate
theige furious bidding activities that started in December on public
timber.

Now, that is the end of my briefing of my prepared statement.

Mr. Asurey. You certainly compensated for your colleague. Thank
you very much, Mr. Hodges.

[Mr. Hodges’ prepared statement with attachments on behalf of
the National Forest Products Association follows:]
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EINATIONAL FOREST PRODUCTS ASSOCIATION

1619 Massachusetts Avenue, N. W., Washington, D. C. 20036

March 21, 1973

STATEMENT BEFORE THE
SUBCOMMITTEE ON INTERNATIONAL TRADE
OF THE
COMMITTEE ON BANKING AND CURRENCY
U.S. HOUSE OF REPRESENTATIVES
MR. CHAIRMAN AND MEMBERS OF THE COMMITTEE:

I am Ralph D. Hodges, Jr., Executive Vice President of the National
Forest Products Association, which has its headquarters office here in
Washington, D.C,

The National Forest Products Association is a federation of 25 regional
and wood products associations, We represent timber growers, menufacturers
and wholesalers of wood products throughout the United States, including over
2,500 small, medium, and large lumber and plywood mills, Members of our
many federated associations own and manage much of the 67 million acres of
commercial forest land held by the forest industry; the majority, however,
are either totally or partially dependent upon the purchase of timber from
Federal lands or from other public and private commercial forest resources.

The opportunity to appear before your Committee is appreciated very
much,

Before addressing myself specifically to the legislation before your

Committee, I would like to briefly set forth our reasons for appearing here

today.
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The domestic forest products industry currently is faced with a serious
supply situation. This, in turn, has created a problem for home builders,
retail lumber dealers and the American consumer.

Briefly highlighted, the principal factors complicating the d;)mestic
supply situation involve the following:

Conflicting Federal Policies: The supply of timber available to lumber

and plywood producers is artificially held down. Conflicting Federal policies
inhibit Federal timber managing agencies from offering for sale all the timber
that is allowed.

Most of the firms that manufacture the nation's lumber and plywood do not
own forest land. They must buy their raw material from outside sources --
principally from the National Forests in the West and from millions of non-
industrial woodlot and farm owners in the East. And the availability of timber
from these two major sou;ces is not nearly as great as it could and should be.

Timber Supply Insecurity: This is manifested in the artificial shortage

of timber and is the number one problem for lumber and plywood producers.
Federal lands contain 58 percent of all of the nation's softwood sawtimber --

and 52 percent of all softwoods are in the commercial timber areas of the
National Forests. The National Forests are where the readily available increase
in softwood sawtimber supply is now. The inventory of mature and over mature
timber is wastefully excessive and should be placed under good management.
Furthermore, the productive capacity of the Federal lands is grossly under-

utilized. If we managed the inventory and the growing capacity of the land with
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reasonable intensity, we would have plenty of lumber and plywood and logs

both for domestic use and export. The Chief of the Forest Service, which
manages the National Forest System, has stated that the timber harvest could
b-e increased by 50 percent, if adequate funds were available for tree-growing
programs. Yet, funds appropriated by the Congress are inadequate to increase
forest management levels. They are even insufficient to permit the Forest
Service to sell all the timber authorized -- a limit below that dictated by sound
conservation.

Another factor complicating the domestic supply situation is the export of

The principal buyer of U.S. logs is Japan, which needs to supply wood
materials for its own expanding home building program. The issue is compli-
cated by the varied interests involved: timber sellers, timber buyers, port
authority interests, labor interests, revenues to support state school systems,
and most importantly by U, S, foreign trade involvements and international rela-
tions. For this last reason, it is probably unrealistic to consider an embargo
on the export of all classes of U.S. logs.

We are keenly aware that the Export Administration Act in its declara-
tion of policy states that it is the poliéy of the United States to use export
controls ''to the extent necessary to protect the domestic economy from the
excessive drain of scarce materials and to reduce the serious inflationary

impact of abnormal foreign demand. "
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In the invoking of export controls on forest products, we are concerned
by the provisions of Article XX of the General Agreement on Tariffs and Trade
(GATT). '

The preamble to Section XX specifically states that such action is subject
to the requirement that it is not to be applied "in a manner which would consti-
tute a means of arbitrary or unjustifiable discrimination between countries
where the same conditions prevail, or a disguised restriction on international
trade . . . "

Subsection (g) of that article provides that a country can impose an
embargo to conserve exhaustible natural resources "if such measures are made
effective with restrictions on domestic production or consumption, '

It is this GATT provision that concerns us when it is suggested that an
embargo be placed on forest products.

Question arises as to whether an embargo of domestic forest products
would result in the invoking of subsection (g) requiring restrictions on domestic
production or consumption.

If subsection (g) must be complied with, we believe that such a step is
not the solution to the current lumber supply problem in our country. It
would only result in a further reduction of the domestic supply.

It is for this reason that the National Forest Products Association
supports extension of the Morse Amendment with a change to reduce the
export of logs from western Federal lands from 350 million board feet annually

to zero.

95-816 O-73 -6
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Timber supply pressures in the West will be greatly reduced if an
embargo is placed on the export of logs from Federal lands. NFPA has
urged a House Appropriations subcommittee to require that logs from Federal
lands go to domestic mills until such times as the full allowable cut is offered
for sale.

With the Committee's permission, Iwould like to submit a Backgrounder
for Members of Congress prepared by our Association entitled '"The Timber
Supply Crisis: How It Affects Lumber and Plywood Prices,' and a Forest
Fact Sheet. I respectfully request that this material be included in the record
of this hearing.

Turning now to the specific legislation before your Committee.

H.R., 5769, sponsored by Rep. Thomas L. Ashley, the Chairman of this
Committee, would amend the Export Control Act to direct the Secretary of
Commerce in consultation with appropriate government agencies and technical
advisory committees, to determine which materials and commodities ""because
of the present or prospective domestic inflationary impact or short supply of
such material or commodity'" should have export controls invoked for them.
The Secretary would also be required to develop forecast indices of domestic
demand for such materials to assure a supply for domestic users at stable
prices.

Under the proposal, the Secretary also would be required to appoint
technical advisory committees for each group of goods which is or may be-
subject to export controls because of the present inflationary impact or short

supply of such commodity to evaluate (1) technical matters, (2) licensing
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procedures, (3) worldwide availability, and (4) actual use of domestic pro-
duction facilities and technology.

While our industry supports the objectives of such legislation, we are
concerned that the best answer to the current domestic timber supply crisis is
to increase federal timber offerings immediately. The legislation is a long
drawn-out procedure that does not provide the immediate relief that is needed.

The forest products industries support the home builders' proposal that -
President Nixon ''release funds for the Forest Service that have been cut back
or impounded so that it may more adequately staff, manage and develop
Federal forestlands.'' The industry also supports builders' recommendations
that the President ''direct the Forest Service to offer for sale beginning July 1,
the full allowable cut on the National Forests and to announce that an appro-
priately high level of sales will be maintained in the coming three fiscal years. '

A requirement such as this would do much to relieve the current supply
problem, and, as we understand, because such a restriction would be applied
to government-owned property, it would not be subject to the limitations of
Article XX of the GATT.

Additionally, as suggested by Rep. Al Ullman of Oregon, more prompt
relief for the timber supply shortage could be obtained by the invoking by the
President of Section 501 (c) (3) of the Revenue Act of 1971 (Public Law 92-178)
relating to Domestic International Sales Corporations (DISC).

That provision entitled "Property in Short Supply'’ grants the President

authority, where an export is not in sufficient supply to meet the demands of
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the domestic economy, to exclude such property from export. The President
need only issue an Executive Order designating it to be in short supply.

Such action by the Presideni; would be a partial answer to an export
problem. It appears to be limited to products exported under the provisions
of the DISC law.

We are aware of our country's serious balance of payments problems
and the significant part that increased exports would play in reversing the
trade deficit.

However, we contend that export pressures which cause serious
domestic inflation are not the proper method by which to resolve our balance
of payments problems and should be moderated by the Executive Branch.

The forest products industry is concerned. Because of this, the industry
is allied with the home builders and building materials dealers in urging that
Congress and the Administration correct the deteriorating Federal forest
management situation. The heart of the problem is an adequate timber supply.
This Committee, of course, cannot overlook the violent fluctuationsv in housing
demand. When starts go from 1.4 million to 2.4 million in a year's time, then
mill capacity is stretched beyond practical limits, It's amazing that we have
performed so Well when you consider the dramatic increase in starts and the
reduction that took place in Federal timber offerings over the past three years.

In our testimony here today, we have tried to set forth what we feel to
be the solution to the timber supply problem, We stand ready to assist this
Committee, the Congress and the Administration in any way we can to resolve
it. Our efforts are limited. It is the Congress and the Administration that hold

the key to the solution.
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March, 1973

FOREST FACT SHEET

1. Softwood Sawtimber, 1970

Harvest %

Ownership Inventory Harvest % of Inventory Growth%
National Forest 52% 27% 1. 3% 21%
Other Federal 6% * 49, * [ f

1. 10
Other Public 6% * 5% * [ 9% [ %
Forest Industry 16% 34% 5. 1% 25%
Other Private 20% 30% 3. 8% o 44%
Total Volume 1.9 trillion bf 48 billion bf 40 billion bf
* NFPA estimate
2. Commercial Forest Land Ownership, Softwood Types (1970)
East West U.S.

National Forests 7.0% 56. 7% 30. 8%
Other Public 7. 4% 13.1% 10. 1%
Forest Industry 23, 5% 11. 1% 17. 6%
Other Private 62, 1% 19, 1% 41. 5%

Total Softwood Types 114 105 219

million acres
Total Hardwood Types 243 18 261
million acres

Non Stocked 14 6 20

million acres

3. Productive Public Forest Land Withdrawn From Timber Harvesting-
National Parks, Wilderness, etc.

January 1, 1953 14, 744,000 acres
January 1, 1963 16,008, 000 acres
*January 1, 1970 17,236,000 acres - 12% larger than area of W, Va.

* Does not include 2. 7 million acres administratively deferred for
Wilderness study

4., Softwood Lumber, Plywood & Logs

billion feet

1969 1970 1971 1972
Lumber Production - board feet 28.1 27.4 30.3 32.1
Lumber Imports - board feet 5.8 5.8 7.2 9.0
Lumber Exports - board feet 1.0 1.1 0.9 1.2
Plywood Production - square feet 14,5 14.6 16.4 18.5
Plywood Imports - square feet .0 .0 .0 .0
Plywood Exports - square feet .0 .0 .1 .0
Log Exports - board feet (log scale}) 2.3 2.7 2.2 3.0
Log Exports - board feet (3.2) (3.8) (3.1) (4.3)

(lumber tally equivalent)
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5. Softwood Stumpage Average Prices - National Forests except Alaska, $/TndBF

All Sftwd. Species Douglas-fir, Western Ore. & Wash,

Bid Appraised Bid
Fourth Qtr. 1967 $ 23.90 $ 27.57 $ 42.81
Fourth Qtr. 1968 49,95 40.50 91.70
Fourth Qtr. 1969 " 31.39 41.25 65.11
Fourth Qtr. 1970 22,02 28. 86 37.47
First Qtr. 1971 20.05 31.97 44, 73
Second Qtr. 1971 22.69 40.12 45, 62
Third Qtr. 1971 28.94 43,49 52.15
Fourth Qtr. 1971 39.59 51. 06 54.13
First Qtr. 1972 35.68 - -
Second Qtr. 1972 36. 75 - -
Third Qtr. 1972 51.15 - -

6. Softwood Lumber & Plywood Wholesale Price Index (1967 = 100)

Softwood Lumber Softwood Plywood
February August February August
1968 110.2 123.8 112.5 127.0
1969 150.8 120. 8 220.0 104. 6
1970 112.9 113.7 111, 2 120. 3
1971 122.8 154.5 123.6 138.7
1972 158.1 172.7 145.8 162.1.
1973 192.4 - 186.1 -

7. Housing Starts, Total Public and Private

1967 - 1,322,000 1969 - 1,500, 000 1971 - 2,083,000
1968 - 1,546, 0600 1970 - 1,469,000 1972 - 2,377,000
8. Average Lumber & Plywood Used Per Residential Unit (1968)
Lumber Plywood
Single Family 12,900 bf 4,450 sq. ft.
Garden Apt. 5, 800 bf 2,370 sq. ft
Hi-Rise Apt. 1, 340 bf 910 sq. ft.

9. Estimated Lumber & Plywood Uses in an Average Year

Residential Other Const. Manufacturing & Others
Lumber 43% 43% 14%
Plywood 49% 12% 39%

'Prepared by :
National Forest Products Assn,
~Washington, D.C.
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SOFTWOOD LOG AND LUMBER EXPORTS:
Facts, Problems and Solutions

Since 1951, the U. S. has exported annually between 0.5 and 1.2 billion
board feet of softwood lumber. By comparison, imports of softwood lumber
have climbed from 2. 3 billion feet in 1951 to 9. 0 billion feet in 1972, almost
all from Canada. Exports of softwood logs were minor until 1964 when they
first exceeded 1 billion feet {log scale). In 1972, log exports reached 3.0 bil-
lion board feet. Approximately 93% of these log exports originated from the
West Coast states. The following table sets these volumes in perspective with
domestic lumber production for the years 1970-72:

1970 1971 1972
Softwood lumber production MMMBEFE 27, 4 30.3 32.1
Softwood lumber imports "o 5.8 7.2 9.0
Softwood lumber exports " " 1.2 0.9 1.2
Softwood log exports (log scale) " 2.7 2.2 3.0
Softwood log exports (lumber tally (3. 8) (3.1) (4. 3)

equivalent)

Exports of softwood lumber are sent to a wide variety of countries, including
Japan, Italy and Australia. About 90 percent of the lumber shipped to Japan

is from Alaska and accounts for about 98 percent of that state's lumber pro-
duction. In 1972, about 82% of the softwood logs shipped from the West Coast
states originated in the State of Washington, 12% from Oregon and the remainder
from California and Alaska. About 90% of the logs exported from the West Coast
states went to Japan, the remainder mostly to Canada.

Exports of logs from federal lands in the West are limited to 350 million
board feet annually by the Morse Amendment to the Foreign Assistance Act of
1968 as extended. However, it is estimated that only 250 million feet has origi-
nated from the federal forests annually in the past few years. The principal
sources of export logs are forest lands owned by industry and non-industrial
private owners (farmers, etc.) and forest lands owned by the State of Washington.

Legislation: Since 1968 there have been several attempts to restrict log
exports. In that year the voters of Washington defeated by 2 to 1 a referendum
proposition which would have required domestic processing of timber sold from
state-owned lands. Revenues from the sale of state timber are used to finance
school operation in the State of Washington. Also in 1968, after extensive hear-
ings by Senator Morse's Small Business Committee, Congress adopted the Morse
Amendment. In 1972, Senator Packwood, Senator Morse's successor from
Oregon, conducted hearings on the log export issue and has recently proposed
legislation that would prohibit log exports from federal lands and eliminate log
exports from private lands over a four year period.
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Positions: The opponents of log and lumber exports are a diverse
group, ranging from the preservationists, opposed to timber cutting, manu-
facturers who must bid against export buyers for timber, and lumber and
plywood users who feel that more wood products would be available at lower
prices if the export demand were eliminated.

The opponents of restrictions on exports are also a diverse group:
landowners, including the State of Washington taxpayers, port authorities,
dock-worker unions, loggers and truckers and those opposed to further
restrictions of private property rights, Timber growers enjoy the con-
sistently higher prices they obtain from the export market which justifies
more intensive investments in timber growing.

Analysis: A log export embargo would have an impact on domestic
lumber and plywood prices in the short term only if there was idle mill pro-
duction capacity in the exporting areas. It would take some time before new
mill capacity could be installed to process the additional logs. However,
reducing the total demand for timber by an export embargo would likely
reduce log prices and lead to a smaller volume offered for sale by landowners.
The Japanese would shift their buying to Canada and from logs to lumber
because of Canadian restrictions on log exports. Sixty percent of Canadian
lumber production now comes to the U.S. and the Japanese would likely buy
some of the Canadian lumber to make up for a reduced volume from the U.S.
Already, the Japanese are causing increased competition and higher prices
for Canadian lumber. Lumber purchases would probably be in the form of
cants (squared-off logs) which would be further manufactured by Japanese
sawmills, instead of logs, into the lumber sizes demanded in the Japanese
market.

Lacking idle mill capacity in the exporting areas, a log export embargo
will not lead to lower prices for wood products. Short term prices for wood
products are determined by supply-demand relationships at the consumer level,
not by the costs of production. Thus, lower timber prices cannot be passed
through to reduce consumer prices when consumer demand outruns manufac-
turing capacity. Nor, conversely, can higher timber prices be passed through
to force increases in product prices. This was evident in 1969 when product
prices plunged and many timber buyers were left holding high-priced timber
they could not profitably harvest,

The real threat posed by log exports is the danger of an eventual loss
of mill capacity precipitated by a downturn in the domestic market, where
mills left holding high priced timber - high priced because of the export
competition - are unable to harvest the timber at a profit and must default on
contracts, On the other hand, if the export market remains strong, it provides
an alternative to a weak domestic market, as was the case in 1970, and helps
retain capacity for later use as required by the domestic market.
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Recent Activity: The strength of the American homebuilding boom
combined with the start up of the homebuilding boom in Japan is resulting in
a chaotic West Coast timber market. The Japanese reduced their purchases
of logs and lumber in 1971, expecting to be able to buy more in 1972 at lower
prices. Much of the Japanese buying in the past several months seems to be
panic buying. Timber and log prices have been bid to very high levels,
actually double and triple what the products could sell for in the domestic
market. At these price levels, mills might be encouraged to shut down and
sell their timber and logs for export rather than to manufacture for the
domestic market. Isolated cases of this have been reported.

Solutions: As stated above in the analysis, a complete embargo would
be of questionable effectiveness in the long run because the Japanese would
draw from Canada lumber now coming to the U.S. An embargo would have
some temporary benefits if exports were leading to less than full use of mill
capacity; but this is not yet the case. It is probably unrealistic to propose
an export embargo because of: (1) the complications of our foreign trade
commitments including the GATT agreements and the requirements of the
Export Control Act, and (2) the current balance of payments crisis which is
most lopsided with Japan. A more practical approach would be to have our
Executive Branch hold government-to-government discussions to encourage
the Japanese to reduce their reckless bidding activities and to hold buying to
past levels. This should be coupled with a prohibition of log exports from
federal lands which could be done legislatively.
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IMPORTS & EXPORTS
Softwood Logs and Lumber
(Billions of board feet)

Lumber Imports Lumber Exports Log Exports

Year (lumber tally) (lumber taliy) (log scale) (lbr. tally equiv. )l/
1963 5.0 0.7 0.9 (1.2)
1964 4.9 0.8 1.0 (1.4)
1965 4.9 0.8 1.1 (1.6)
1966 4.8 0.9 1.3 (1.8)
1967 4.8 1.0 1.9 (2.6)
1968 5.8 1.0 2.5 (3.5)
1969 5.8 1.0 2.3 (3.2)
1970 5.8 1.2 2.7 (3.8)
1971 7.2 0.9 2.2 (3.1)
1972 9.0 1.2 3.0 - (4.3)

1/ Lumber tally equivalent is estimated to be 1.4 times the log scale volume.



85
Billions of Board Feet
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SITUATION REPORT - SOFTWOOD LUMBER AND PLYWOOD
March 16, 1973

The demand for wood products reached record highs in 1972, buoyed
by the strength of the housing market. Housing starts reached 2. 377 million,
compared with an average level of 1. 44 million during the decade of the Sixties.
Consumption of softwood lumber reached 40.5 billion board feet. Shipments
from domestic mills were 32,8 billion board feet, However, production of
32.1 billion board feet fell short of matching shipments, consequently drawing
mill inventories down to their lowest level since 1947. Imports of softwood
lumber, almost entirely from Canada, reached 9.0 billion board feet.

Comparing softwood lumber data for 1972 with those of 1971, itself a
record year in most respects, yields the following percentage increases:

Production up 6.2%
Shipments up 6. 5%

Mill inventories down 16. 4%
Imports up 23. 9%
Consumption up 9. 0%

The data for softwood plywood show similar changes. Production and
shipments reached 18.5 billion square feet, up 12.8% from the level achieved
in 1971, Warehouse inventories of plywood at the end of the year were reported
to be at very low levels. Imports of softwood plywood were negligible, follow-
ing the usual pattern,

Export demand for wood products also rose sharply, largely on the
strength of strong pull from the Japanese homebuilding boom. Softwood log
exports from the West Coast reached 2, 8 billion board feet, compared with
1.9 billion feet in 1971. These volumes, which are stated in log scale basis,
are equivalent to approximately 3.5 billion board feet and 2.4 billion board
feet of lumber respectively. An additional 200 million board feet (log scale)
of logs were exported from other areas of the U.S. in 1972, for a total U.S.
log export of 3.0 billion board feet (log scale).

Softwood lumber exports were up 29% to a volume of 1.2 billion board
feet. It should be noted, however, that éxports of softwood logs and lumber
in 1971 were both down from year earlier levels because of the 1971 shipping
strike on the West Coast. Plywood exports were negligible.
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On balance, the volume of all solid wood products exported in 1972
was about half the volume of all such products imported.

The strong demand in 1972, which attracted record levels of production
and imports, also had its effect on prices, a sign that despite the increased
volumes supplied there was still much unsatisfied demand. The wholesale
price (mill price) index for softwood lumber in December 1972 was 177.2, up
from 150.4 in December 1971. The index for softwood plywood was 155,2, up
from 134.1 a year earlier. By comparison, the wholesale price index for all
commodities was 122.9, up from 115, 4 in December 1971,

These price increases took place during the time the Phase II price
control regulations were in force. Under the regulations, producers could
increase prices above their company freeze period base levels to reflect cost
increases. This could account for some of the price increases. However,
there were also reports that producers were curtailing the production of items
with low ceilings in favor of items with higher ceilings. This actien would ob-
viously have the effect of eliminating the prices at the low end of the range and
raising the average. Toward the end of the year some operators were reported
to be curtailing their production in order to finish the year within their profit
margin limits, although no statistical evidence is available to support or deny
these reports.

If some operators did choose to limit their profits by curtailing pro-
duction, rather than lowering prices, as the Price Commission would have
preferred, it would have been because of the interaction between price controls
and a tight timber supply. With all other costs relatively fixed, lowering prices
would have the effect of accepting lower value for timber. But since timber is
easily stored on the stump, many operators could have chosen to hold their
timber until the next fiscal year when they could get full value for it. This
would have resulted in their harvesting only enough to maintain their labor forces
and meet fixed costs. This same situation would prevail any time controlled
prices were lower than those of the unfettered market.

Despite the high rates of production during the year and the obviously
high concurrent rates of timber harvest, the sale offerings of timber from
the National Forests fell again for the second straight year. The volume of
sawtimber sold by the Forest Service, which reached 11.7 billion board feet
in the poor market year of FY 1970, fell to 8.8 billion board feet in FY 1972,
The National Forests, which contain 52 percent of the nation's inventory of
standing softwood sawtimber, are an important source of raw material to the
lumber and plywood industry, especially in the West.

The outlook for wood products is one of continued strong demand through
1973 with continued tightness of supply. There will be a demand to build up low
mill and warehouse inventories, in addition to the demand resulting from con-
suming uses. Housing starts are expected to be between 1.9 and 2. 0 million
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and nonresidential construction is expected to rise 6% in physical volume over
1972. Manufacturing uses of wood products are also expected to rise 6%. Soft-
wood lumber consumption for all of these uses is expected to be about 39.3
billion board feet, including about 9 billion board feet of imports. Consumption
of softwood plywood is projected to be between 17.9 and 18. 3 billion square
feet.

The slight declines in demand together with freedom from the constrain-
ing influences of Phase II should have a moderating influence on prices after
a period of adjustment, Phase III, which was announced by President Nixon
on January 11, 1973, is expected to be less disruptive to production and normal
price relationships than was Phase 1I. However, the changes in price control
procedures have had significant effects on both prices and production of wood
products. In February, the wholesale price index for softwood lumber jumped
to 192. 4 from January's 178.0. For softwood plywood the index jumped from
160.5 in January to 186.1. But prices are now expected to level or even decline
in response to the increased production that has resulted from the relaxation of
price controls. However, a new problem, rail car shortages, has served to
restrict shipments and, in the opinion of many producers, led to prices being
buoyed up. . :

Perhaps the biggest cloud on the outlook horizon is, again, timber
supply. Unless steps are taken to improve the availability of timber for har-
vesting there will be a continuing tendency for manufacturers to reserve the
timber already available to them in order to ensure maintaining production
in future years.
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FEDERAL TIMBER SUPPLY:
Facts, Problems, and Solutions

Commercial Forest Lands and Softwood Sawtimber Volumes. Approx-
imately 500 million acres in the United States are classified as commercial
forest land -- land capable of producing industrial wood crops and not otherwise
withdrawn from timber management. According to the latest Forest Survey
data compiled in 1970 by the Forest Service, U.S. Department of Agriculture,
about 107 million acres or 21 percent of all commercial forest land is Federally
owned with 92 million acres located in the National Forests and around 5 million
acres on Bureau of Land Management lands. These two Federal ownerships
supply almost all the available Federal timber.

Allowable Cut and Timber Harvest. Based on the available commer-
cial forest land acreages, the existing timber inventory and potential timber
growth rate, the Forest Service determines an annual allowable cut that assures
a sustained yield of the National Forest timber resource. Sustained yield is
the level of timber output that can be maintained in perpetuity dependent on the
timber growing capabilities of the available commercial forest lands.

Once the allowable cut for a National Forest has been determined, the
Forest Service develops a timber harvesting program that will periodically
remove a volume of timber at a sustained-yield rate. According to 1972
figures, the allowable cut on all National Forests totaled about 11. 6 billion
board feet of sawtimber (mostly softwood), while the actual volume cut or
harvested amounted to around 10,2 billion board feet during fiscal year 1972.

Appraising and Selling Timber. Before the Forest Service offers
National Forest timber for sale, a timber appraisal for each particular timber
sale is required to determine the stumpage value (the value of the standing trees)
for each tree species and size category. The primary appraisal method used is
the residual value concept. Under this concept, the stumpage value is deter-
mined by subtracting the cost of production and the margin for profit and risk
from the selling price of the products manufactured.

As soon as the appraised stumpage value has been determined, the
timber is advertised for bidding. The appraised price is the minimum accept-
able bid for a particular timber sale. The Forest Service does not sell the
timber for less than the appraised price. In areas of intense competition
among timber purchasers or where local timber shortages frequently occur,

95-816 0-"73 -7
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the timber is often sold at a price that far exceeds the Forest Service appraised
price. This means that the prospective purchaser must either reduce his oper-
ating costs or be satisfied with a smaller profit and risk margin.

Trend of Federal Timber. Adding to the dilemma of regional timber
supply shortages is the recent fall-down of the National Forest timber sale
program, especially during the past two years. For fiscal year 1971, only

9.2 billion board feet of sawtimber was sold instead of the planned 11. 5 billion
and in fiscal year 1972, only 8.8 billion board feet was sold compared with
the planned 10.5 billion. Projections for fiscal year 1973 indicate that about
8. 8 billion of an estimated planned 9. 6 billion board feet will be offered for
sale. Timber sold in one year is usually harvested within the next few years.

Fifty-two percent of the nation's softwood sawtimber inventory is
located on National Forest lands, which during 1970 supplied only 27 percent
of the total harvest. On forest industry holdings with only 16 percent of the
softwood sawtimber inventory, about 34 percent of the total softwood saw-
timber harvest was provided. This means that the National Forests, with the
majority of softwood sawtimber inventory, are supplying less than one-third
of the timber, while forest industry lands provide a disproportionate share
to satisfy the nation's need for softwood sawtimber.

Softwood sawtimber is the primary raw material for softwood lumber
and plywood and plays an essential role in evaluating current and future prod-
uct availability.

The trend during the past two years has been a continual decline in
timber sale offerings from National Forest lands, thus placing an additional
burden on other land ownerships. Part of this reduction of the Federal
timber sale program is due to the continued shrinking of the timber growing
base on Federally owned commercial forest lands, inadequate funding for
timber management programs, and litigation against timber sales by some
preservationist groups.

Solutions, Any expansion in the nation's timber supply over the next
twenty years must come from the Federal lands simply because that is where
the timber inventory is. Small increases can be obtained within the limits of
what the Forest Service now defines as the allowable cut by funding the Forest
Service more adequately and giving it the direction to get the job done. Much
larger increases can be obtained within the limits of sustained yield by removing
some of the unnecessarily restrictive policies which tend to depress the calcu-
lated allowable cut., Even larger increases can be obtained by increasing the
growth on the National Forests through intensified forestry which, in turn,
permits a greater rate of harvest. The last step would be far reaching and
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require improved methods of financing National Forest timber management.

The proposed Timber Supply Act of 1969 would have financed timber manage-
-ment by reinvesting a portion of National Forest timber sale receipts into

timber management instead of depending on the annual appropriations process.

The deteriorating situation with respect to the sale lag between planned
and actual annual allowable cut clearly indicates inadequate funding. The
Forest Service and the Office of Management and Budget should be obliged to
state publicly the total funds required to sell the full allowable cut immediately.
Selling the full allowable cut is non-controversial and, if accomplished, would
afford greater timber supply security to manufacturers and thus to the market.
Failure to offer the full allowable cut for sale year after year imposes unneces-
sary financial loss to the Federal treasury.
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BILLION BOARD FEET

NATIONAL FOREST TIMBER SALES

13.0 Sawtimber Sell Program
Fiscal Years 1965-1974
12.0]
> ALLOWABLE CUT
s ) ~
’ ~
ALLOWABLE nc,_.\ s ~
~
11.0 L)
PLANNED SELL
ACTUAL SELL e
A )
10.04 [N
PLANNED SELL
-
) -
Ya”
ACTUAL SELL
9.0 -
="
Y LN A
0.0 _ FY 65 — FY 66 — FY 67 FY 68 FY 69 EY 70 _ EY71 — EY 72 — FY 73 _ £YZ4
NFPA

MARCH 1973



96

Dollars Per Thousand Board Feet "

140 NATIONAL FOREST STUMPAGE PRICES

120
100
80 . g
Douglas-fir, Pacific Northwest
Southern Pine
60
» Ponderosa Pine, Pacific
40 Northwest
20
0



97
Mr. AssLey. Mr. Mullin.

STATEMENT OF TERRY MULLIN, PRESIDENT, NATIONAL LUMBER
AND BUILDING MATERIAL DEALERS ASSOCIATION

Mr. MurLiN. Mr. Chairman, gentlemen. We will submit my state-
ment in writing later this morning. There were some corrections in it
that are being made at this time.

My name is Terry Mullin, and I am president of the Terry Building
Centers. We are engaged in the retall lumber and building supply
business in southern California and Arizona, and for the year 1973
I am serving as the president of the National Lumber and Building
Material Dealers Association headquartered here in Washington.

Our association 1s composed of 30 regional, State, and metropolitan
area federated retail lumber and building supply associations, with
a total membership in excess of 12,000 companies, many of which have
multiple yard outlets. We represent dealers in every State in the Na-
tion, and this association is the sole spokesman for our industry on mat-
ters of national scope and interest.

As retail lumber dealers, our members are the final link in the dis-
tribution chain from the forest to the consumer. We buy lumber from
wholesalers and also directly from mills. We sell to homebuilders,
commercial and industrial firms, and to the public at large. We ware-
house large inventories at all times, extend credit and various other
things to our customers. We also handle a wide variety of nonlumber
building products and equipment. Some of our members engage, di-
rectly or indirectly, in new homebuilding, and many of them are
heavily involved in remodeling and repair.

We welcome this opportunity to testify on the current lumber and
plywood shortage, particularly with respect to the effect of exports
on domestic timber supply. We recognize, as we are sure this subcom-
mittee does, that exports are only one facet of the complex lumber
supply problem, and for this reason and in order to place the effects
of exports in proper perspective, we will also discuss, if we may, briefly,
other aspects of lumber products shortage problems.

Because our business is dependent on an adequate supply of lumber
products, we are keenly aware of division and restrictions occurring
at any of the supply, production, and distribution levels before the
product reaches our hands. Likewise, we are very sensitive to the prob-
lems -encountered by our customers, whether it is the shortage of
mortgage money. the high price of land, or their need for a prompt and
assured flow of building materials at a determinable price. For ex-
ample. we know that builders must have materials delivered at a spe-
cific time for construction as it progresses, and at known prices so
they can accurately estimate costs, quote end-product prices to their
customers or their clients. .

At the present time, in many areas, certain lumber and wood items
cannot be obtained at anv price, and yet the demand for lumber in-
creases. As you have heard inventories are dangerously low from mills
to final distributors. )

The building industry is in a turmoil because there is no assurance
when. at what price. or even whether lumber products can be delivered
for home construction, commercial and industrial use.
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With our Nation having had 2 years, back-to-back, of record high
housing starts, up 61 percent from 1970 to 1972, and with housing in
1973 continuing the record and, further, with commercial and indus-
trial construction rising in volume, prospects of early relief from the
shortage problem are very dim unless firm and very positive action i3
taken.

Long-term projections of high lumber products requirements clearly
indicate why we say that the United States is faced with a long-term
as well as an immediate lumber supply crisis. According to a study
by the U.S. Forest Service, demands for timber based on products
will increase from 13 billion cubic feet in 1970 to 22.6 billion cubic
feet in the year 2000.

One reason we have a shortage of lumber is because we do not use
our timber resources intelligently. Where timberland is intensively
managed, as in the case of industrially owned timber, an average of
about 52 cubic feet of new growth per acre per year is attained. New
growth on public lands is only about half of that, or 27 cubic feet per
acre per year. Growth on privately owned timberland not managed
for timber production is much less than either the industrial or public
lands. Public-land timber growth and consequent allowable harvest
could be substantially increased if modern forest management, includ-
ing planting improved species, fertilization, thinning, insect and fire
control, and so forth, were authorized and funded. If this were done,
the allowable harvest could be, it is estimated, increased by 50 percent.

The planned harvest from Federal lands in 1972 was 11.5 billion
board feet; thus, with the 50 percent in harvest, an additional 5.7 bil-
lion board feet, log measure, could be obtained. As authorized today,
the lumber so produced from this could go far toward solving our
problem without damage to the principle of sustained yield, recrea-
tional values, or similar public benefits.

Our current and prospective lumber shortage crises are directly
traceable to failure of the Federal Government to anticipate raw
material needs and to take steps actually within its power to solve
the problem before it arose. In spite of 61-nercent increase in housing
starts for 1971 through 1972, the Federal Government followed policies
which ignored manifest facts that lumber demands were and would
be skyrocketing. These inconsistent policies included. No. 1, continued
heavy exports of logs and lumber with no intervention by the Com-
merce Department to protect the domestic economy. In 1971 to 1972
softwood log exports went from 1.9 billion board feet in log measure to
2.8 billion, and softwood lumber exports rose from 0.9 billion to 1.2
billion board feet. Some 90 percent of the log exports. as vou know.,
went to Japan. Recently, the Japanese have been buying very, very
heavily and promise to continue to do so.

No. 2. Half of the available softwood lumber is found on Fed-
eral lands. However, the planned sawtimber harvest, as well as the
announced actually sold. has steadily declined since 1970. This decline
in supply and the fast increase in demand has been caused, in part by
the lack of funds and nersonnel provided to the U.S. Forest Service,
and, yet, for everv dollar invested the Government receives 4 from
timber sales.

No. 3. Looking at the proposed fiscal vear 1974 budget, we are
amazed to find that the Forest budget is cut some $105 million below
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fiscal year 1973, which in turn, will cause reduced personnel and a
further reduction in allowable timber harvest.

No. 4. In mid-1971 economic controls were applied to the economy.
These controls worked in a counterproductive manner in a demand
pull, inflationary situation in lumber. Increased supply was, and is, the
only way to solve this problem.

The lumber market still suffers from the effects of phase 2, and
even though the profit-margin rule retained by phase 2 has been very
much liberalized, this provision is still a restraint to lumber produc-
tion. In the meantime, as demand rose and exports drained away
domestic logs and lumber, the United States stepped up its imports
of softwood lumber from Canada. These imports rose from 5.8 billion
feet in 1970 to 7.2 billion in 1971, and to 9.1 billion in 1972. Not subject
to price control until the first sale, the Canadian lumber imports
created a two-tier price structure for identical products and was
a very disruptive marketing and pricing situation. Twenty-two per-
cent of the current domestic use is now supplied by Canada, and that
isup from 14 to 16 percent of a few years ago.

The recent second devaluation of the dollar may encourage further
foreign purchases of U.S. logs and lumber if no action is taken
to counteract this drain on American resources.

It is apparent from these comments that the following agencies
and branches of Government, by action or inaction, determine U.S.
lumber supplies: HUD, Commerce, Department of Agriculture
through the Forest Service, Department of the Interior, the Cost of
Living Council, White House, and, of course, the Congress. It is
essential, in our judgment, that improved coordination of the policies
and actions of all of these Federal Government entities be achieved.
Our association has developed a position paper on this issue, entitled :
NLBMDA Brief on the “Lumber Supply Crisis,” as a supplement to
our testimony. I submit that document for inclusion in the record.
(The document referred to follows Mr. Mullin’s prepared statement.)

In summary, we recommend the following :

First, the Department of Commerce should be required to impose
restrictions on logs and lumber exports to protect the domestic
economy.

Second, Congress should extend the so-called Morse amendment
to the Foreign Assistance Act of 1968 but amend it or have other
appropriate legislation to (1) ban the exports of any Federal timber
until domestic needs are met, and (2) prohibit an exporter of logs
from either private or public lands from bidding on Federal stumpage
for 3 years from its last export sale.

Congress should provide an adequate Forest Service budget. pref-
erably more and certainly not less than fiscal year 1973. Particular
attention should be given te those Forest Service budget sectors affect-
ing harvesting, reforestation, improved forest management, salvage,
access roads, and assistance to State and private landowners to im-
prove their forest management.

An increase in allowable harvest from the Federal lands should be
immediately authorized by the Forest Service. and this action should
coincide with the recommended upward adjustment in the Forest
Service budget.

The increased allocation of timber that can be rapidly prepared
for sale should be authorized.
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Beyond this, mills now having Federal timber inventories of ap-
proximately 25 billion board feet could be assured of an inventory
replacement from Federal lands, and they would be encouraged to
produce more lumber to meet immediate market needs. At the pres-
ent time, mill operators looking at the declining Federal timber
harvest figures, understandably, are reluctant to invade their stump-
age inventory reserves.

Congress should seek ways to increase timber supplies rather than
encourage or permit rigid counterproductive economic controls which
will only serve to further constrict lumber production.

Currently, the reappearance of chronic freight car shortage prob-
lems has disrupted the west-east shipments to many areas, creating
shortages and high prices. Congress should seek ways to increase
freight car production as well as to better implement ICC regula-
tions to improve the traffic flow of existing cars.
~ 'We cannot emphasize too strongly the need for immediate, posi-
tive action of the types we have described. The lumber crisis will not
fade away with time. The need for wood products is growing and,
yet, the means for meeting that need are being restricted by some
governmental inaction.

Thank you, gentlemen, for this opportunity to discuss this mat-
ter of the lumber crisis and its relation to exports.

Mr. AsurLey. Thank you, Mr. Mullin. I am happy to advise you
that your amended prepared statement has caught up with the com-
mittee, and I am glad that it has because it is a first-rate statement,
absolutely so. '

[The prepared statement with attachments and the document
referred to by Mr. Mullin follow :]

PREPARED STATEMENT OF TERRY MULLIN, PRESIDENT OF THE NATIONAL LUMEER
AND BUILDING MATERIAL DEALERS ASSOCIATION

My name is Terry Mullin, President of Terry Building Centers; we are engaged
in the retail lumber and building supply business in Southern California and
Arizona. For the year 1973, I am serving as P’resident of the National Lumber
and Building Material Dealers Association, headquartered here in Washington,
D.C.

Our association is composed of 30 regional, State and metropolitan area Fed-
erated retail lumber and building supply associations with a total membership
in excess of 12,000 companies, many of which have multiple yard outlets. This
association is the sole spokesman for our industry on matters of National scope
and interest.

As retail lumber dealers our members are the final link in the distribution chain
from forests to the consumer. We buy lumber from wholesalers and also directly
from mills. We sell to home builders, commercial and industrial firms and to
the public at large. We warehouse large inventories at all fimes and we extend
credit to our customers. Typically, we .also handle a wide variety of non-lumber
building produects and equipment. Some of our members engage directly or in-
directly in new home building; many are heavily involved in remodeling and
repair.

We welcome this opportunity to testify on the current lumber and plywood
shortage and particularly with respect to the effect of exports on domestic
timber supply. We recognize, as we are sure this sub-committee does, that exports
are only one facet of the complex lumber supply problem. For this reason and in
order to place the effect of exports in proper perspective, we will also discuss
briefly other aspects of the lumber product shortage problem.

Because our business is dependent on an adequate supply of lumber products,
we are keenly aware of diversions or restrictions occurring in any of the supply,
production or distribution levels before the product reaches our hands. Likewise,
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we are very sensitive to the problems encountered by our customers, whether
these be a shortage of mortgage money, the high price of land or their need for
a prompt and assured flow of building materials at determinable prices. For ex-
ample, we know that builders must have materials delivered at specific times as
construction progresses and at known prices so they can accurately estimate
costs and quote end-product prices to their customers or clients.

At the present time in many areas, certain lumber and wood items cannot be
obtained at any price—yet the demand for lumber increases almost daily. Inven-
tories are dangerously low from mills to final distributors. The building industry
is in a turmoil of uncertainty because there is no assurance when, at what price
or even whether lumber products can be delivered for home construction, com-
mercial and industrial use.

With our Nation having had two years back-to-back of record-high housing
starts (up 61% from 1970 to 1972) and with housing in 1973 continuing the
record pace and further with commercial and industrial construction rising in
volume, the prospect of early relief from the shortage problem is very dim
unless firm and positive action is taken.

Long-term projections of high lumber product requirements clearly demon-
strate why we say the U.S. is faced with a long-term as well as an immediate
lumber supply crisis. According to a study by the U.S. Forest Service* demands
for timber-based products will increase from 13 ‘billion cubic feet in 1970 to
22.6 billion cubic feet in the year 2000.

We have the needed timber—758 million acres of forest land or about three-
fourths of the amount estimated to have been here when Columbus landed
480 years ago. Incidentally, the 758 million acres are 13 million acres more
than we had a generation ago. In the last 15 years, we harvested 197 billion
cubic feet of timber but we grew 246 billion cubic feet of new wood—a net
gain of 49 billion cubic feet.

One reason we have a shortage of lumber is because we do not use our
timber resources intelligently. Where timber land is intensively managed, as
in the case of industrially-owned timber, an average of about 52 cubic feet of
new growth per acre per year is attained; new growth on public lands is only
about half that, or 27 cubic feet per acre per year. Growth on privately-owned
timber land not managed for timber production is much less than either the
industrial or public lands.

So far, we have set aside in parks, wilderness areas, etc., some 246 million
acres of timber land; some people are urging that more be set aside in such
preserves where no cutting of mature trees would be permitted. Yet when
mature, such trees will die and decay serving no useful purpose.

Public land timber growth and consequent allowable harvest could be sub-
stantially increased if modern forest management including planting improved
species, fertilization, thinning, insect and fire control, etc., were authorized
and funded. If this were done, the allowable harvest could, it is estimated, be
increased by 50%.

The planned harvest from Federal lands in 1972 was 11.5 billion board
feet; thus with a 50% increase in harvest an additional 5.8 billion board feet
(log measure) could be obtained. Were this authorized today, the lumber so
produced from this one source would go far toward solving our problem without
damage to the principles of sustained yield, recreational values and similar
public benefits.

Our current and prospective lumber shortage crisis is directly traceable to
failure of the Federal Government to anticipate raw material needs and to
take steps fully ‘within its power_ to solve the problem before it arose.

In spite of the 61% increase in housing starts from 1970 through 1972, the
Federal Government followed policies which ignored the manifest fact th'at:
lumber demands were and would be skyrocketing. Those inconsistent policies
included :

1. Continued heavy exports of logs and lumber with no intervention by the
Commerce Department to protect the domestic economy. From 1971 to 1972,
for example, softwood log exports went from 1.9 billion board feet (log meagure)
to 2.8 billion; and softwood lumber exports rose from 0.9 billion to 1.2 billlon
board feet. Some 90% of the log exports went to Japan. Recently the Japanese
have been buying very heavily and promise to continue to do so.

«The Otulook for Timber in the U.8., December 5, 1972, p. 3.
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2. Half of the available softwood timber is found on Federal lands. However,
the planned saw-timber harvest as well as the amount actually sold has steadily
declined since 1970.

Millions of board feet

Planned Actual sale Percent
12,754 12,331 97
11, 510 9,673 85
10, 470 9,295 89

9, 600 8, 800 92

Thus in absolute terms we will be obtaining nearly 4 billion board feet less
in 1973 than was planned to be sold in 1970 (when these log measure figures
are converted to lumber tally, the 4 billion becomes about 5% billion board feet
of lumber.) )

This decline in supply in the face of increased demand has been caused in
part by the lack of funds and personnel provided to the U.S. Forest Service. Yet
for every $1.00 invested, the Government receives $4.00 from timber sales. (See
attachments A & B)

3. Looking at the proposed Fiscal Year 1974 budget, we are amazed to find:
(a) the Forest budget cut some $105 million below F.Y. 1973, which will cause
reduced personnel and a further reduction in allowable timber harvest.

4, In mid-1971 economic controls were applied to the economy. However, the
net profit margin limitation rule of the two best of the last three years meant
lumber producers were restricted to choosing two of three extremely low profit
years. When this low profit margin point was reached, incentive to produce
needed lumber was removed. Thus, these controls worked in a counter-produc-
tive manner in a demand-pull inflationary situation. Increased supply was and
is the only way to solve the problem. The lumber market still suffers from the
effects of Phase II1; even though the profit margin rule as retained by Phase III
has been liberalized. This provision is still a restraint for lumber production.

In the meantime as demand rose, supply shrank and exports drained away
domestic logs and lumber, the U.S. stepped up its imports of softwood lumber
from Canada. These imports rose from 5.8 billion board feet in 1970, to 7.2 bil-
lion in 1971 to 9.1 billion in 1972. Not subject to price controls until after the
first sale, Canadian lumber imports created a two-tier price structure for iden-
tical products—a very disruptive marketing and pricing situation.

The 314 billion board feet annual increase in imports is one measure of U.S.
lumber deficit. 259% of current domestic use is now supplied by Canada, up from
14 to 169, a few years ago.

The recent second devaluation of the dollar may encourage further foreign
purchase of U.S. logs and lumber if no action is taken to counteract this drain
on domestic resources.

It is apparent from these comments that the following agencies and branches
of government by action or inaction determine U.S. lumber supply : HUD, Com-
merce. Agriculture (Forest Service). Interior. Cost of Living Council, White
House and, of course, the Congress. It is essential in our judgment that improved
coordination of the policies and actions of all these Federal Government entities
be achieved. As of the moment it would appear the Government right hand
does not know or care what the Government left hand does or does not do.

Our Association has developed a position paper on this issue entitled
“NLBMDA Brief on the Lumber Supply Crisis.” As a supplement to our testi-
mony, I submit that document for inclusion in the record.
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In summary, we recommend the following:

1. The Department of Commerce should be required to impose restrictions on
logs and lumber exports to protect the domestic economy.

2. Congress should extend the so-called Morse Amendment to the Foreign As-
sistance Act of 1968 but amend it or other appropriate legislation to:

(a) ban the export of any Federal timber until domestic needs are met.

(b) prohibit an exporter of logs from either private or public lands from bidding
on Federal stumpage for 8 years from its last export sale.

3. ‘Congress should provide an adequate Forest Service budget, preferably more
and certainly not less than F.Y. 1973; particular attention should be given to
those Forest Service budget sectors affecting harvesting, reforestation, improved
forest management, salvage, access roads and assistance to state and private
land owners to improve their forest management.

4. An increase in the allowable harvest from Federal lands should be imme-
diately authorized by the Forest Service. This action should coincide with the
recommended upward adjustment in the Forest Service budget so the increased
allocation of timber can be rapidly prepared for sale. Beyond this, if mills now
holding Federal timber inventories of approximately 25 billion board feet could be
assured of inventory replacement from Federal lands, they would be encouraged
to produce more lumber to meet immediate market needs. At the present time mill
operators looking at the declining Federal timber harvest figures understandably
are reluctant to invade their stumpage inventory reserves.

5. Congress should seek ways to increase timber supply rather than to encour-
age or to permit rigid, counter-productive economic controls which will only serve
to further constrict lumber production.

6. Currently the reappearance of the chronic freight car shortage problem is
disrupting west-to-east lumber shipments to many areas, creating shortages and
high prices. Congress should seek ways to increase freight car production as well
as Dbetter to implement ICC regulations to improve the traffic flow of existing
cars.

We cannot emphasize too strongly the need for immediate positive actions of
the type we have described.

The lumber crisis will not fade away with time. The need for wood products
is growing, yet the means for meeting that need are ‘being restricted by govern-
mental inaction.

Thank you for this opportunity to discuss the lumber crisis and its relation to
exports.
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ATTACHMENT A
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ATTACHMENT B
NATIONAL FOREST TIMBER SALES AND CUTS, SAWTIMBER (ONLY), FISCAL YEARS 1965 THROUGH 1973

Volume of timber sold Volume of timber cut

(millions of board feet)! (millions of board feet)!
Allowable Percent Percent
cut as of accom- accom-
Jan. 1 Planned Actual  plishment Planned Actual plishment

Fiscal year:

1965 11,094 10,934 10,695 98 10,722 10, 563 98
11,292 10,683 10, 518 98 11, 002 11,374 103
11,331 11, 087 10, 626 96 11, 096 10, 002 90
11, 429 10,773 10,818 100 11,718 11, 316 97
11,532 11,031 39,152 83 11,926 10,918 92
, 12,754 12,331 97 12,705 10,534 83
11,544 11, 510 9,673 85 12,787 9,373 73
11, 568 10, 470 9, 295 89 13,125 10, 693 81
® 39, 600 38,800 392 212, 800 310, 700 384

Source: Forest Service timber sale accomplishment reports fiscal years 1965 through 1970. Direct inquiries to Forest
Service for fiscal years 1971 and 1972, Fiscal year 1973 performance is estimated.

1 After deduction of 8,750,000,000 board feet of Juneau unit sale in Alaska.
3 Local scale.

3 Estimate.

4 Not available.

NLBMDA BrieF oN THE “LUMBER SuppLY CRISIS”
THE PROBILEM

. . . Critical shortages of Soft Wood Lumber and Plywood
. . . How to Increase Supply To Meet Demand And To Reduce Rising Con-

struction Costs

Causes

(a) Conflicting Federal policies presently restricting the supply of raw mate-
rials.

:(b) Federal policies allowing an increasing volume of log and lumber exports
in spite of the growing domestic wood product shortages (exports up 409 from
1971 to 1972).

(e) All time high volume of U.S. housing starts required to meet the demand
for two successive years now extending into the third year, plus growing lumber
demands from other countries (U.S. housing volume up 619 from 1970 to 1972).

(d) Federal economic control policies which have hampered normal production
and distribution of lumber and plywood.

‘(e) A growing shortage of freight cars further restriets lumber product avail-
ability in many areas.

The effect on constructon and consumers

(a) Because of shortages and resulting high prices, customers cannot be

assured when, at what price, or even whether lumber products can be delivered
. for home construction, commercial and industrial use.

(b) In many areas, certain lumber and wood items cannot be obtained at any
price . . . yet the demand for lumber increases almost daily. Inventories are
dangerously low from mills to final distributors.

(¢) As a consequence, the building industry is in a turmoil of uncertainty
as has been reported in the news media. -

Furt*er

(¢ For Fiscal Year 1974, Forest Service budget proposals further will restrict
raw aaterial supplies. :

(. The timber sales offerings from Federal lands will be reduced.

(2) The Forest Service budget will be slashed by $105 million.

(8) Forest Service personnel will be reduced.

'(b) Exports of logs and lumber are increasing appreciably with no action
being taken to halt or even to restrict this drain on public and private domestic
timber resources.

(¢) To offset the drain by these exports and to meet growing domestic demands,
U.S. imports of lumber (primarily from Canada) increased by 579 from 1970
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to 1972. (25% of lumber usage now comes from Canada compared to 149,-169,
previously.) Imports totaled 9.1 billion board feet in 1972 compared to 7.2 billion
in 1971,

(d) With half of the nation’s available soft wood timber in Federal hands,
the harvest permitted and achieved becomes vital to lumber supply.

Ezamples:

In 1971, of the 11.5 billion planned, only 9.7 billion board feet were sold.

In 1972, of the 10.5 billion planned, 9.3 billion board feet were sold.

In 1973, of the 9.6 billion planned, only 8.8 billion board feet are expected to
be sold.

‘NotE: In spite of the appreciable increase in housing starts in 1971 and 1972,
the planned and actually sold timber harvest steadily declined. The harvest
could be increased substantially if sound, accelerated forest management pro-
grams had been continued as recommended by a Department of Agriculture Task
Force on Lumber in August 1969.

I(e) The prime reasons the Forest Service has not even achieved the allowable
timber sales are (1) lack of adequate funding and (2) reduction in personnel.
In spite of the shortage due to an inadequate supply of raw material, as noted,
the fiscal 1974 budget proposes further to reduce the 1973 Forest Service budget
by $105 million.

ACTION NEEDED
I. Export situation

‘(A) In view of the recent increase in log exports, the Department of Commerce,
under the Export Control Act, should be required to limit log exports as necessary
to protect the domestic economy and construction needs. (In 1972, log exports
were 2.8 billion feet compared to 1.9 billion in 1971.)

(B) Congress should consider the extension of the existing Morse Amendment
to the Foregin Assistance Act of 1968 which expires in December 1973. The
Morse Amendment restricts exports from Federal lands to 350 million board
feet of timber per year.) In addition Congress should :

(1) disallow the export of any Federal timber in the form of round logs until
our domestic needs are met.

1(2) enact a strong and enforceable anti-substitution provision which would
make any party selling logs for export from either State or private sources,
ineligible to purchase Federal timber for a period of 3 years from the last sale
for export, except timber twice rejected at appraised value by at least two
domestic bidders.

ACTION NEEDED . . .
II. Uncut Federal timber

There are currently an estimated 24.9 billion board feet of contracted for and
uncut Federal land timber inventory under control of the mills. Means must be
found to accelerate the conversion of this purchased stumpage resource into
needed lumber—and as soon as possible.

Necessary assurance to the mills of replacement of such inventories could be
provided by an increase in the Federal timber harvest and its implementation
by a Forest Service budget increase. Mills thus could be encouraged to produce
more lumber immediately. Certainly, this strategy should be adopted before even
considering the alternative of rigid, counter-productive price controls.

ACTION NEEDED . . .

III. Forest Service programs

(A) An immediate re-evaluation and upward adjustment of the Federal Forest
Service budget for Fiscal Year 1974 and beyond is essential. Only through an
increase in that budget can appropriate forest management programs be provided
to offer the harvest of timber from our Federal lands to relieve the immediate
crisis.

(B) For the years ahead, additional funds should be made available to allow
full and effective forest management on an intensified basis. Particular consid-
eration should be given to:

(1) Reforestation of certain Federal forest lands. (It is estimated that there
are currently 5 million acres of Federal lands on which timber should be re-
planted to meet the needs of the future.)

(2) Salvaging to the extent possible the dead and dying timber. (More timber
is lost annually to diseases and pests than is harvested on federal lands.)
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(8) Accelerate access road construction to reduce costs of maintenance and
hauling, as well as provide proper conservation of the lands and timber involved.

(4) Mazimize the multiple use of timber—our major renewable natural re-
source.

(58) Provide assistance to State and private land owners largely through State
Forestry agencies for forest management planning and development, harvesting
and processing of forest products and for necessary research.

(6) Consideration also should be given to:

a. Projecting the Forest Service budget over a 5-year period to allow advance
planning and programming. Reforestation and related activities are continued
processes and monies for doing the job should be allocated well in advance.

b. Implementing the recommendations of the 1969 report of the Forest Service
to the Cabinet Task Force on Lumber (now reactivated). The report outlines fu-
ture lumber and wood product needs, future supply requirements, and the sub-
stantial revenues from timber sales that could be provided to the U.S. Government
(nearly $400 million in 1972).

ACTION NEEDED . . .
IV. Economic Controls

(A) Rigid economic controls of lumber products have proved to be counter-
productive due to the impact of the net profit margin test on all sectors of the
industry. Net profit limitations have, in effect, imposed ceilings on lumber pro-
duction. Congress is urged to give careful consideration to the need of maintain-
ing and increasing lumber production, not limiting it through rigid net profit
control mechanisms.

ACTION NEEDED . , .

V. Freight Car Shortages

(A) Today, as in the past, and unquestionably in the future, chronic freight car
shortages disrupt west-to-east lumber and wood product shipments. We recom-
mend that Congress and the Interstate Commerce Commission take immediate
steps to seek ways by which our Nation can increase freight car production to
meet the demands of the future, and that ICC regulations be stiffened to improve
the traffic flow of cars to and from timber producing areas.

CONCLUSION

Substitute materials for wood are all drawn from non-renewable resources.
On the other hand, wood fiber constantly renews itself much like an agricultural
crop but on a longer life cycle.

In this era of serious energy shortages, it is significant that wood substitutes
require many times as much energy to manufacture as do wood products. Broad
scale conversion to substitutes would disrupt, be costly, would pollute, and
further deplete irreplaceable natural resources.

We support many of the efforts by the ecologists to improve and preserve our
environment. However, the present demand for lumber will increase in the
decade ahead. (The President’s Council of Economic Advisors estimates 2.2
million housing units will be built in 1973 . . . very close to the last two record-
high years.) Therefore, those efforts which would immobolize vast tracks of
timber in museum-like isolation wtih no aesthetic or other use permitted, are
clearly contrary to the public interest. Modern forest management including
planting improved species, fertilization, thinning, insect and fire control, ete.,
if authorized and funded, would stimulate marked additional fiber growth,
preserve game cover and food, and permit recreational use by the public as well
as the harvesting of mature trees otherwise destined for death and decay. As
a Nation we could, while serving ecological and recreational objectives, also
provide needed lumber for residential and commercial use by our expanding
population.

The recurring lumber supply crises will not fade away. Essential to the pub-
lic interest are decisive, long-term Government policies and programs dedicated
to the principle of more intensive multiple use of our forest resources.

The time for action is now!

Mr. Asarey. Mr. Bingham, we will be glad to hear from you.

95-816 0 -73 -8
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STATEMENT OF CHARLES W. BINGHAM, SENIOR VICE PRESIDENT,
WEYERHAEUSER C0., TACOMA, WASH.

Mr. BineaaM. Thank you, Mr. Chairman. I am Charles W. Bing-
ham, senior vice president, responsible for land and timber manage-
ment for the Weyerhaeuser Co., and I have in front of me three
statements. The first I am going to try to capsule for you, and there is
a more detailed statement which is presented separately.

Mr. AsHLEY. Without objection, your full statement will be included
in the record, as will, of course, the addendum to your remarks. All
of that will appear in the record.

Mr. Bineran. Thank you very much.

Mr. Bineaam. My company is the Nation’s largest producer of soft-
wood lumber, even though we only have about 6 percent of the
market. It is the third largest producer of softwood plywood. We
are also a major factor in the homebuilding industry and are en-
gaged in trade with Japan in a number of products, including logs
and wood chips.

Mr. Chairman, may I commend you for the approach taken in your
proposed legslation, setting up a technical advisory committee to
deal with the important issues addressed by that legislation. The ques-
tion of raw material supply to the lumber industry is an important
one and, I believe, is too complicated to be tried in the press. As a
matter of fact, after several weeks of some personal involvement at-
tempting to get an understanding of this important issue, I can assure
you we need all the help we can get.

T can agree with the other witnesses that testified that we are here
because of the currently high lumber and plywood prices. I cannot
agree that the export of logs from the Pacific Northwest is the cause
of these high prices, any more than the export of logs was the cause
of the rockbottom prices received in mid-1970.

We need to understand that lumber and plywood is manufactured
from logs produced in every one of our four major lumber produc-
ing regions: the west coast, the intermountain area, the South, and
New England.

Transportation costs make it impossible to move logs across these
region boundaries. Thus, a surplus of logs in the Pacific Northwest
cannot be used to fill a need for logs in the intermountain area, or the
South. Domestic lumber production must come from logs grown rela-
tively near the manufacturer. Currently, we find that in the inter-
mountain region there appears to be a slight shortage of logs while
in the Pacific Northwest there are enough logs to keep local sawmills
operating at capacity and to supply that area’s export market.

The overwhelming majority of export logs originate from the west
coast region. In fact, 82 percent come from my home State of Wash-
ington. Washington’s lumber mills are currently operating at capacity
and have done so throughout this current housing boom. Lumber out-
put in Washington State, in fact, increased more from the low point
of the housing market of 1970 to the high point of 1972 than did the
national output of lumber.

Southern lumber production is generally good, although a severe
winter has caused sporadic log shortages.
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There are some mills in Montana, Idaho, and California that could
add overtime or more than normal shifts to produce more lumber if
more national forest timber were put on the market quickly. These
mills are not, however, affected by the export of logs. There is no
correlation between logs exported and lumber and plywood prices.
In fact, the saw log and stumpage prices in the southern region in-
creased as sharply in 1972 as did Douglas-fir stumpage prices in the
west coast region. No logs are exported from the South. Thus, while -
additional logs in front of some mills would improve the supply of
lumber, log shortages are not the cause of the current lumber price
situation and certainly the export of logs is not the culprit. What,
then, is the problem?

The lumber industry is a cyclical industry which is at the mercy of
the demand for housing starts.

Lumber is a commodity product, as has been pointed out, produced
and sold by tens of thousands of mills, wholesalers, distributors, and
retailers. Because of its nature, there is no stockpiling, or long-term
storage, of lumber. Also, because it takes a lot of money and along
time to build a sawmill, the lumber production capacity is very fairly
inelastic.

U.S. housing starts doubled in less than 2 years between the valley
of 1970 and the peak of 1972. This doubling of homebuilding activity
caused a 30-percent increase in the demand for lumber. Since it is not
possible to stockpile either raw material or finished product in the
lumber industry and since there is no additional productive capacity
available, the prices in the lumber industry have responded as do the
prices of every true commodity when there are tremendous increases
in demand-—there have been extremely sharp price rises.

I have included a chart in this statement, Mr. Chairman, that indi-
cates the correlation between housing starts and their increases and
decreases through time and the sharp increases and decreases, in the
commodity prices. It goes back to 1965 and takes you through 1972,
and you will see that prices rose very sharply when we were here in
1968 and 1969, and then exactly when the housing market started
down the prices went down. Now they are back up because housing
starts are back up.

[The chart referred to follows:]
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Thus, we invariably find that whenever we experience sharp rises
in the price of lumber, these price rises are caused by the sharp in-
crease in housing starts. Since it is our national policy to improve the
quantity and quality of housing, we naturally must continue to encour-
age increased housing starts. Since we should not, however, be content
to continue going through periods of skyrocketing lumber prices, it is
absolutely imperative that all of us work toward long-range measures
which will help us avoid the repetition of periods of sharp lumber
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prices increases such as we are experiencing today or deep troughs as
we experienced 2 years ago.

The committee has appropriately asked: “What can we do?”

Mr. Chairman, we believe that there are steps which can be taken
to help solve this problem in both the short and the long term.

In the short term—today—about all that can be done is—and we
set out in great detail in the appendices—to immediately announce
the sale of timber in those areas where there are shortages in timber
which must come out of the national forests and put it in front of
specific mills that need logs. This will immediately bring more lumber
in the market.

While considering the long term, we should remember that the lum-
ber manufacturing industry as we know it today is highly capital
intensive. Today, a typical lumber mill requires $6 million to $10 mil-
lion in capital and 2 years to build. In order to attract that sort of
commitment in the quantities we need, we must be able to assure that,
in the long term, the new facilities will have a relatively consistent
demand for their product.

Bearing all of these factors in mind, we suggest the following steps:

1. The monetary policy of the country should be used to encourage
and smooth out the flow of mortgage money into housing. We have
too long used the control over the flow of funds—now over $40 billion
per year—to the mortgage market to speed up or slow down the gen-
eral economy. The Nation’s monetary policy should stop usin% the
home buyer as a whipping boy and start attempting to help achieve
our national housing objectives on a consistent year-after-year basis.

2. The effect of using our monetary policies in this positive manner
will be to smooth out at a higher level the demand for housing starts
in any one year. This smoothing out of demands will attract the neces-
sary additional investment to increase our lumber production capacity.
This will go a long way toward providing the required continuity in
lumber prices.

3. We should encourage a continuation and acceleration of the
efforts to increase the Nation’s raw material base. This is presently
being done through technological advances which permit the conver-
sion into lumber of smaller logs which traditionally are ground up into
chips to supply the paper industry. The chips would then be supplied
by materials which are now a total waste. This trend will maximize
the total product yield from any given harvested acreage; it will in-
crease the total forest resources of the country; and it will bring lum-
ber production facilities closer to the regional using markets.

4. We should encourage the development of export markets for
lumber as well as logs. This will assure manufacturing facilities of a
more stable market for their products during periods in which the
domestic lumber demand is low and will assure our domestic users of an
adequate lumber supply during higher demand periods.

5. The national forests are, as has been pointed out, the predominant
source of softwood logs for the lumber market. In order to protect
against mill closures on the down cycle—and note 1 assume that we
will have some cycles in this commodity business even with the best
effort of the Federal Government to smooth the flow of funds—we
should make the following changes in the timber sales practices from
the national forests:
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1. Volume markets should increase or decrease with the forecasted
swing in lumber and plywood demand.

2. Average sales size should be increased to provide greater assur-
ance of supply to mills in place.

3. Average term of sales should be extended to provide the buyer
with flexibility as to time of timber removal.

4. All sales should be on a product index basis so that decreases in
product prices will not force marginal producers to close their mills
in times of market falldown.

5. Sales should be on an acreage or lump-sumn basis to encourage
greater utilization of the forest resource. ‘

And, Mr. Chairman, I make these recommendations representing a
company that does not buy Federal stumpage in any quantity.

6. In order to insure a gradually increasing long-term supply from
the national forests, we must increase the intensity of reforestation on
these lands. Consistent funding of this effort is a major public need.
Such an investment would not only improve the wood yield from our
forests, it will also provide watershed and wildlife protection, and
recreational and esthetic benefits to the public, the country.

7. Additionally, it seems quite clear that a technical committee such
as that recommended by the chairman would be helpful in overseeing
the situation.

May I reiterate the fact that log exports from the western region
have increased employment levels during the down cycles in the do-
mestic industry, have helped to bring more total product to market,
and have greatly improved the utilization per acre harvested. This
trade has been an important part of our balance of payments and has
added importantly to the port revenues and school trust income in the
State of Washington.

Mr. Chairman, I have tried to develop these points in greater detail
in the written material, and I can summarize them-again by saying that
we do not believe the export of logs from the Pacific Northwest has hurt
the lumber-supply situation inthe West.

Thank you, Mr. Chairman.

[Mr. Bingham’s prepared statement with an appended document on
the status of U.S. lumber and plywood production follows:]

PREPARED STATEMENT OF C. W. BINGHAM, SENTOR VICE PRESIDENT, WEYERHAEUSER
Co., TAcoMA, WASH.

I am Charles W. Bingham, Senior Vice President, responsible for land and
timber management for the Weyerhaeuser Company. I live at 502 N. D Street,
Tacoma, Washington.

My company is the Nation's largest producer of softwood lumber, and third
largest producer of softwood plywood. We are also a major factor in the home-
building industry and are engaged in trade with Japan in a number of products,
including logs.

I am pleased to be able to appear before this Committee today. I would like
to make a few summary points and ask that my complete testimony be included
as part of the record.

1. Log costs do not push lumber and plywood prices. Rather, the doubling of
home building activity in two years has dramatically increased the demand for
softwood lumber and plywood which are true commodity products, and the de-
mand pull—against limited production capacity—has caused very high lumber

- and plywood prices.

2. Logs are produced and used regionally and surplus logs in one region are not

economically available to other regions.
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3. Our forests are renewable and markets increase the utilizatio
attract reinvestment to improve tree growth in the next crop. 7 per acre and

4. Export log and chip markets have dramatically increased, not reduced, the
total yvood available in the states of Oregon and ‘Washington. These malckets
have increased forest utilization and the rate of capital reinvestment, with the
result that fewer acres harvested are producing more usable wood fiber.

5. Our trade posture with Japan and Canada has been greatly improved as a
result of exporting logs and importing lumber.

As we un(}erstand it, the Evport Control Act is intended to allleviate supply
shortages within the United States and is particularly aimed at conserving
critical resources which are in short supply.

Our domestic forest resources do not fit this concern. Not only are we growing
more wood than we are currently harvesting in this country, but it is a uniquely
renewable resource. We have the capability of growing substantially more than
our current levels. In addition, nationally, we are currently wasting or mis-
using a major portion of what we are harvesting.

Because of this underutilization—this waste—increasing the availability of
markets increases the effective supply of wood, rather than decreasing it. This
is true both in the short term and the long term.

SHORT-TERM IS8SUES

g Since we are responding here to a short-term issue, let’s look at the éhort term
rst. ’

a. Definitions

Before we do, we should attempt to get rid of some of the semantic confusion
which surrounds this issue. “Forests,” “timber,” “stumpage,” “logs,” “lumber” and
“wood products” all have been mentioned in the public media. Unfortunately,
these terms have at times been used interchangeably. They are not synonymous.

A forest is a tract of land, covered with trees. Forests can be commercial,
recreational, a combination of these, or can be devoted to other uses.

Timber refers to the trees standing upon a tract of land.

Stumpage refers to the cost of commercial timber offered for sale, and is cal-
culated upon the marketable wood volume in the timber as it stands on the forest
land and usually includes something less than all of the cubic content of material
in each tree.

Logs are the trees after they have been harvested, usually sawn into specified
lengths. They are, in effect, sections of tree stems. They are bulky, irregular in
shape, heavy in comparison to the comparable units of finished products to be
derived from them, and hence their overland transportability is limited.

Lumber is a key commodity building material, manufactured from certain por-
tions of certain logs best adapted to that end use.

Plywood is also manufactured from logs which are rotary peeled, rather than
sawn, and it is glued together in panel, rather than board, form. The rest of
my testimony will deal with lumber as a product, even though the comments are
essentially applicable to plywood as well.

Wood products refers to all manufactured products made by the industry in-
cluding, among other products, several qualities of lumber, plywood, pressed
board, piling, mouldings, and wood chips.

b. Lumber prices

The immediate concern, with lumber as with beef, is the high prices paid by
the consumer for the product. Lumber prices began to rise during the latter part
of 1971, and continued to rise during all of 1972. Current prices are at historic
high levels.

In the search for an easy answer to these sharp increases in lumber prices,
hecause we are exporting some logs, it is a simple answer to suggest that we cur-
tail log exports.

However, let’s examine the structure of the lumber industry, and find out what
does move lumber prices.

Lumber is sold in commodity auction markets. As in any auction, when de-
mand is high, the bidder has little if any interest in the seller’s cost. The price
he is willing to bid depends entirely upon his need for the product. In times of
low demand, the seller’s costs are a factor in determining the price floor. Approx-
imately half of the total demand for lumber comes from the United States
homebuilding industry.
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Homebuilding starts in the United States averaged slightly less than 1.5 mil-
lion annually throughout the 1960s, although there were sharp year-to-year
swings. In mid-1970, housing starts had dropped to 1.2 million, as a result of fed-
eral government monetary policy, which restricted the availability of funds flow-
ing to the mortgage market. By mid-year 1972, with a record availability of
funds, they had doubled to an annual of 2.4 million, and have remained close to
that peak for the past several months. Translated into demand for lumber, this
has meant a 1970-t0-1972 increase in demand for housing lumber of 679, accom-
panied by an increase in demand for other uses of 4%, or a total demand increase
of 26%.

This increase in demand was met by an 189 increase in U.S. lumber produc-
tion with Washington and Oregon together contributing an 189% increase. It was
met also by a 2.9 billion board foot increase in Canadian imports. United States
production capacity simply was not in place to meet this dramatic increase, thus,
market demand, matched against a relatively inelastic supply, caused sharp
price increases.

.Even today, production capacity in the Pacific Northwest, not presently avail-
able raw material supply, is the real challenge facing the industry. Actually a
strong raw material market for logs during the low periods of lumber demand
helped maintain rather than reduce lumber production capacity.

In the relatively low demand years of 1960-68, 237 lumber mills in the Western
states were forced out of business, a significant decline in the region’s total pro-
duction capacity. Canadian imports did not decrease. Without the log export
market availability, this capacity decline would have similarly restricted log-
ging employment and reforestation activity. But it did not.

Many of the mills adjusted their log mix to take the fall-down from the log ex-
port markets and held out for the upswing. Nearly all of them laid off some em-
ployees, and restricted production, but log exporting helped take up the slack.
The table below shows employment in the Pacific Northwest forest products in-
dustry in the 1963-72 period. The relative stability of industry employment can
be largely credited to the availability of the log export market.

[In thousands of employees)]

Washington Oregon

Lumber Lumber

and wood Pulp and and wood Pulp and

products paper Total products paper Total
43.7 18.8 62.5 69.2 7.2 76.4
46.7 19.2 65.9 73.2 7.2 80.4
46.9 19.8 66.7 74.3 1.5 81.8
46.6 20.2 66.8 73.0 8.1 8l.1
44.0 19.9 63.9 69.4 8.5 77.9
45.9 19.9 65.8 72.3 8.8 8l.1
45,2 20.0 65.2 70.9 9.1 80.0
42.2 19.8 62.0 66.8 9.4 76.2
43.4 18.1 61. 69.9 9.5 79.4
46.2 18.7 64.9 173.5 19.8 183.3

1 Estimate.

It is important at this point to highlight the geographic isolation of the State
of Washington from our major domestic markets. Washington logs cannot be
transported overland to those areas which indeed are log-short in this building
boom. The cost to transport a log from the Washington coast to Osaka, Japan,
ig less than the cost of moving it only 460 miles inland within the United States! _

The cost of moving a typical 32-foot, 24-inch diameter coastal hemlock log to
Missoula, Montana would be $66. Moving it to Minneapolis would cost $115. If
it were to be moved to Washington, D.C., the transportation cost overland would
be $137. It costs $54 to ship it across the Pacifie to Osaka.

Lumber volume which could be derived from the same log, however, could be
transported by rail to Missoula for $15, to Minneapolis for $27, and to Wash-
ington, D.C., for $32. :

In addition, it must be noted that the Jones Act which requires that American
products be shipped between American ports on American bottoms, gives a $20
per thousand board foot transportation cost advantage to British Columbia lum-
ber moving to the United States East Coast markets.
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Manufacturing wood products move into these markets through multiple
channels. The Cost of Living Council has estimated that there are more than
80,000 separate businesses involved in one aspect or another in production and
sale of wood products. The lumber industry, in particular, is characterized in
terms of volume by the more than 10,000 small producers in the United States,
in addition to scores of Canadian producers, primarily in British Columbia.

Mills set lumber list prices weekly, moving upward or downward depending
upon sales resistance or acceptance at the previous week’s price levels. They may
sell directly to builders, or to retailers, captive or idnependent wholesalers, or
to lumber brokers. Even within a given week, sales will be negotiated upward or
downward from list prices. And, the same process occurs at all stages in the
distribution chain. It is a classical commodity auction market that operates
much more comparably to the stock market than to more typical industrial
markets,

And, like the stock market, it is subject to rather wild cyclical swings. Price
swings are dictated almost entirely by the level of homebuilding starts in the
United States. That is, prices are pulled by demand whenever supply begins to
tighten, and they fall just as dramatically whenever demand loosens. Housing
starts determine lumber price levels simply because we are in a demand-pull, not
a cost-push, market. Chart 1 illustrates this: It shows the close correlation be-
tween domestic housing starts and the price of standard and better 2 x 4's and
half-inch standard exterior, both of which are key price indicators of commodity
lumber and plywood.
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CHART 2
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Building product price livels in turn pull log price levels, which, in turn, pull
stumpage prices, with the lag from product prices to stumpage prices being about
nine months—or a full 12 months after housing demand has increased or de-
creased. Chart 2 illustrates the pattern. As the chart also points out, Douglas fir
stumpage prices in the Pacific Northwest at the end of 1972 were lower than they
were in 1969; yet, lumber prices were higher, indicating a very strong lumber
product market with adequate timber supply, and inadequate manufacturing
capacity. And, also indicating the lag between product prices increases—pulled
by demand—and raw material price increases.

Chart 3 shows stumpage price trends since 1967 in the South. During the cur-
rent homebuilding boom, starting in 1972, the chart indicates that raw material
prices in one of the two largest producing regions—the South—have increased
dramatically.

CHART 3
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' The South has no log export trade.

c. Log exports

The question is,then : What is the log export problem ?

First, let’s talk about where the logs are coming from, what species are in-
cluded, and what portions of the tree are involved :
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Source of log exports

by States—19721
Million
board feet
(Scribner) Percent
2,210 82
350 13
90 3
50 2
L 1 L 2,700 100
19 months actual, 3 months pretiminary survey of port log flows.
LOG EXPORTS BY FOREST OWNERSHIP
[in percent]
Washington Oregon
National forests. ... .ot eeceeececeemeemc e —cm—m——memm———— 9 28
ate.___._..._. 23 ..
Other public_.. .. 4 8
Forest industry_ . 53 56
Other private._____ 11
1 100 100

The Japanese mills are small, and saw logs very slowly. Their lumber re-
covery per log is high. They prefer the whitewoods—the sound portions of the
tree—because they most resemble in surface characteristics their own wood.
Their purchase of Douglas fir has been of the middle size log used primarily for
structural purposes in Japan.

Species involved in Washington and Oregon log exports, 1972—Western hem-
lock, 52% ; other 229, ; Douglas fir 2495 ; Port Orford Cedar 29,.

It has been noted correctly that in 1972 the Japanese demand picked up be-
fore U.8. housing fell off, and there have been complaints of a few mills on the
West Coast about the availability of raw material supply. The log market today
is tight enough that there are some mills with log availability problems related
to these mills’ historic rates of production. Most of these mills are western red
cedar specialty mills, and their problem is largely unrelated to log exports. U.S.
lumber prices are based upon the U.S. national market but not the export log
market. In the short term, let us remember that over 2 billion feet of logs were
exported from Washington State and Washington State lumber manufacturing
increased faster than national lumber capacity in 1972, It would require in excess
of $225 million to build mills to convert these logs, and they cannot be trans-
ported far in log form. We do believe there are many mills in need of logs, the
details of which are set out in Appendix A which follows this statement. Their
need does not derive from the export of logs, however. (See chart 4.)
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CHART 4

HOUSING STARTS AND
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LONGER TERM ISSUES
a. National utilization

At the present time, there is available approximately 10 billion board feet of
lumber from sawing logs currently being chipped. This is greater than our total
lumber imports from Canada and three times the lumber equivalent of the log
sales to Japan. Each year’s harvest in the U.S. also wastes forest residuals in a
quantity equal to four trees the volume of such “pulpwood” suitable for lumber.
In other words, re-allocation of our currently harvested wood and improved util-
ization per acre will both supply more lumber and make available chips to re-
place the lumber volume.

Of course, much of this lumber availability is in the South, but we surely
must be concerned with our national, not just our regional, wood balances.
Moreover, the regional impact of log exports has accelerated better utilization of
West coast raw material and has moved the Pacific Northwest far ahead of
other timber producing regions.

b. Regional utilization

To illustrate this fact, let me show you the changes, over the last decade, in
the volume and mix of products obtained from two theoretical acres of old-
growh forest land. They are theoretical only in that no two acres are the same;
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they represent, however, factual examples of improved utilization from our
ownership.

One is a Western Oregon acre with Douglas fir as the predominant species. The
other is an acre of forest land in Southwest Washington, where hemlock is the
predominant species.

For purposes of our discussion, both acres may be considered typical of their
stand type. However, they cannot be considered average. Differences in soils,
climate, topography and species mixture make each acre of actual forest land
differ from each other acre.

Our Douglas fir acre in Western Oregon carries a total softwood stem volume—
not counting stumps, branches, roots, twigs, needles or brush-—of 16,000 cubic
feet. 13,400 cubic feet, or 849, of the volume, is Douglas fir. Other softwood
species, including hemlock, true firs and several types of cedar, amount to 16%.

In 1962, in logging such an acre to serve the markets then available to us, we
harvested almost solely the high-quality wood in the lower portion of the largest
trees. That represents 809 of the total stem volume on the acre. (See chart 5.)

CHART §
WOOD UTILIZATION HAS INCREASED
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The upper portions of the harvested trees were left on the ground as logging
waste, or slash. The smaller trees, of all species, might or might not have survived
the logging activity. In either event, we simply left them. Chart 6 illustrates the

* point ; only the shaded portions of the stand were reviewed.

CHART 6

PRODUCT MIX HAS IMPROVED
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By 1972, however, with different markets available to us, we changed our log-
ging specifications significantly. We moved farther up on the large trees of all
species. We also began to take wood of comparable quality from smaller trees.

The result, in last year’s harvest on this theoretical acre, was removal of all but
29, of the total stem volume.

To find out why this change occurred, let’s look now at the product mix obtained
for our markets from these volumes.

In 1962, of the amount we removed, one quarter went into lumber and 49 into
plywood.
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The hemlock—a minor species on this acre, remember—went mostly into chips
for pulp and paper production.

Log sales, at that time, were relatively small—only 7%. And incidentally, all
of those log sales were to other domestic producers. None went offshore.

Finally, mill waste was 289 of the total stem volume. And a growing portion
of that was moving from the outmoded wigwam burners into the power boilers for
our mills,

In the decade following 1962, however, new market alternatives opened up. It
was not so much product-oriented as geographic. It was the export market for
logs and chips. And rather than replacmg our domestic production of lumber
and plywood, it gave us the economic incentive to do a better job utilizing all of
our resources.

Thus, under 1972 harvest standards, we removed 989 of the total volume on our
acre, and left only 29. That fact, in itself, provided a major benefit in terms of
logging aesthetics.

And look what happened to our product mix. Lumber production stayed almost
constant. Plywood production doubled. Chip volume also went up. Log sales rose
to 249, of the total volume, while mill wastes declined to 17%.

Of the log sales, incidentally, 169, were to domestic customers for their own
production, and 89, went offshore.

On this acre, then, the growth of the export market helped defray the costs of
bringing out and utilizing much more wood. In other words—it helped us do a
better job of logging and manufacturing.

In volume terms, however, the export totals from this acre were relatively
small. This was, after all, a Douglas fir acre—and I have already mentioned
that our customers for export logs prefer whitewood species.

Let’s look now at the impact of the growing export market on our production
from a predominantly whitewood acre.

This particular acre typifies those in our Tvnn Harbors area of Southwest
Washington, where Weyerhaeuser established the nation’s first industrial tree
farm, in 1941, launching the sustained-yield movement in commercial forestry.

It carries a total stem volume of 11,800 cubic feet. Of that, 629 is hemlock.
Most of the remainder is Douglas fir, with some true firs and cedar mixed in.

In 1962, largely because this acre’s minor species was a valuable one, we were
already removing 889 of the total volume at harvest.

By 1972, that figure had risen to 989%. As with our Douglas fir acre, the only
major shift in market demand was the growth of offshore markets. Let’s analyze
tlﬁis growth in demand in terms of product mix from our hemlock acre. See
chart 7.

95-816 O - 73 -9
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CHART 7

WOOD UTILIZATION HAS INCREASED
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In 1962, one-fifth of the total volume on the acre Wwent into lumber. Most of
that was Douglas fir. The hemlock went mostly into chips. Mill waste and fuel
amounted to 119%. There were no log sales.



125

CHART 8

PRODUCT MIX HAS IMPROVED
Hemlock Forest/SW. Washington

1 Acre-11,800 cu.ft.
1962
57%
20%: } ‘
12% . : m
Volume Lumber Chips Log Sales Mill Waste
on & Fuel
Ground
1972
-44%
32% '
2% 1%
—

By 1972, however, significant shifts had occurred. Logging wastes dropped to
29, of total volume. Lumber increased by more than half. Chip production, how-
ever, declined sharply, while mill wastes remained the same.

What bhappened is obvious. In terms of this acre, the export market made hem-
lock a prime species in its own right. Instead of being chipped, it went into log
markets that now accounted for 449, of the total stem volume on the acre. The
added income from these sales, moreover, provided the cash flow to increase the
total lumber production from the acre.

Thus, the log export market, along with the wood chip export market, has per-
mitted a drastic improvement in utilization and yield per acre.

c¢. Regional investment

Whitewood logs formerly used primarily for pulp have a higher value as logs
for lumber production in Japan. We have been able to bring out of the woods
logs which formerly were uneconomic, and manufacture domestic lumber out
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of them; we have used more of the forest residuals for wood chips, and we have
supplied our domestic mills with steadily increasing volumes of raw materials.
The export market has increased, rather than decreased, the domestic supply.
In fact, in the past five years, Weyerhaeuser alone has constructed 11 new
mills in Washington and Oregon.

‘Weyerhaeuser Company’s investment pattern in Washington and Oregon in
the 1970-73 period is shown below :

Plant, forest capital and expense, roads: 1970—$82.1 million ; 1971—§62.8 mil-
lion; 1972—$73.6 million; 1973 estimate—$102.2 million.

And Weyerhaeuser Company’s production of lumber in the two states has
shown a steady increase during the current building boom : 1970—1.561 billion
board feet; 1971—1.634 billion board feet; 1972—1.690 billion board feet; 1973
estimate—1.738 billion board feet.

The availability of the log market, by increasing the value not only of hem-
lock but of intermediate grade logs of most species, has provided the economic
incentive to improve both yield per acre—by transporting what formerly were
harvest wastes out of the woods——and product yield.

New mills have been installed to make use of residuals, and to manufacture
lumber and plywood from small diameter material formerly regarded as pulp-
wood. And, because of the assurance of relatively stable markets for all forest
products, with exports lessening the tremendous cyclical swings of the domestic
markets, we have been able to increase our regeneration and forest management
investments tenfold, to increase future supply.

A similar trend is beginning to evolve in the South with its transportation
advantage to major U.S. markets.

Before we relax too much, however, we should remember that we are only
using about 559 of the green weight of a tree when we use only the stem. We
face a tremendous energy crisis in this country and it is more than likely that
free markets for the stemwood will permit improved utilization of limbs, needles,
tops and stumps for fuel or other more valuable products.

d. Markets vis-a-vis Canada

None of these investments can be economically justified if export or any other
significant market were foreclosed. As a result, the region’s future timber supply
estimates would be revised drastically downward, and yield per acre would re-
turn to historic levels. Washington and Oregon, their competitive position in both
U.S. and Japanese markets lost to British Columbia, would face long-term de-
cline in forest product manufacturing.

And, in both the short term and long term, domestic lumber prices would be
artificially inflated above present levels.

British Columbia does not serve only the United States market. It is a major
world exporter. Last year 280 million board feet of lumber, mostly in the form
of cants and squares, were exported to Japan. Its coastal mills already are tech-
nologically able to serve the Japanese market.

If Pacific Northwest log exports were banned. or other action taken to prevent
an assured steady availability of those logs, 259 of Japan’s softwood supply
would be affected. The only quickly available alternate supply is British Co-
lumbia “Japanese squares.” Japan would outbid the United States for this im-
portant portion of our lumber-for-housing supply, and it would be diverted
quickly to Japan, greatly increasing the present domestic lumber shortage. Mean-
while, most of the logs which would have been exported from the Pacific North-
west would simply stay in the woods, since manufacturing capacity is not
available,

In the longer term, British Columbia has the resource available to increase
its lumber manufacturing capacity to serve both the Japanese and U.S. niarkets.
It would do so, however. only if prices in the United States were competitive
with those in Japan ; in other words, if they rose above today’s levels.

e. Regional future growth

Now, the question arises: Do we believe the renewable forest resource of
Washington and Oregon also can support both the domestic lumber and the
export log market? ’

The answer is yes.

These markets, and the level of utilization they encourage, have provided
an incentive for forest management investment heretofore unparalleled. The
growth increments that each level of management intensification. or put another
way, each level of forest management investment, have upon timber supply is
illustrated chart 9:



Management
Level

High-order, fertilization,
thinning, & genetics

High-order, fertilization,
. & thinning
High-order & fertilization

High-order

Good

Average

127

CHART 9

DY

E’ Z’f/,’;"///m %

SYRRTRIIDY i 4

AN
PR

Volume
Percent

Site I

I

I

I

X

Relative productivity by stte class and by level of management
practiced. Basis is MAI at age of culmination measured in cubic feet of
entire stem. MAI of Douglas-fir on Site III at lowest level of manage-

ment is assigned weight of 100.

400

300

200

i3-J00



128

The soils of the Pacific Northwest are some of the world’s most productive
softwood-producing soils. We are just now able to make the long-term invest-
ments to probe the full productive capacity of these soils.

f. Balance of payments

One last point: The question of balance of trade with Canada and Japan has
been raised. The impact of log exports upon our trade balance with Japan is
self-evident. In 1972, the trade should provide a favorable contribution of more
than $378 million, and considerably more in 1973.

The impact upon our trade with Canada is more complex :

To put this in a more total trade perspective, let's look at the recent history
of our lumber imports and lumber and log exports over the recent history.
Chart 10 shows that British Columbia imports penetrated into our markets even
in the relatively weak market years of the early 60s. In that period the dis-
placed U.S. Pacific Northwest shipment of lumber to the East Coast that would
now approach 2 billion board feet. In the strong market years of 1968 and again
in 1971 and 1972, British Columbia imports grew much more rapidly than domes-
tie production.

CHART 10
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The U.S. was rapidly becoming a large net importer of wood volume. Log
exports of low domestic value species, from regions not competitive in the U.S.
lumber market, stopped this trend toward the U.S. becoming a large net im-
porter. Only the peak housing demand years of 1971 and 1972 have temporarily
inereased our wood volume deficit.

But this pattern is even more striking if we look at the trade revenue that
flows from these volumes: In the strong log export year of 1970, the U.S. gen-
erated a wood revenue surplus even though we exported only one-half the volume
of raw materials that we imported. We export species that are surplus to our
needs from regions than can’t compete, and import, at lower prices, the final
products that we need, and we make a profit on the trade. These are international
markets working in our favor, not against it. It would seem absurd to restrict
log exports and thus lose this advantage.

CONCLUSION

The question remains : Lumber and plywood prices are high, What can be done?

In the short term, removal of margin constraints will bring more capacity into
the manufacturing base. We have already moved to try to help in specific raw
material short situations, and we believe the national forest system, as the coun-
try’s largest supplier of softwood timber to the industry, must make raw material
available as set forth in Appendix A. These actions will free up supply and to-
gether with some expected slowdown in demand during the third quarter, prices
will ease.

The frequency and size of housing cycles needs to be reduced. :

Governmentally supported mortgage money market that would provide a long-
term mortgage interest rate low enough so that most consumers could own their
home and which would attract a constant high level of housing investment.

Housing subsidy programs similar in concept to 235 and 236 can be used to
modify the extreme fluctuations in housing cycles and at the same time provide
an ‘adequate standard of housing for Americans with substantial incomes.

Because the USFS provides such a preponderance of the softwood stumpage to
the industry, the marketing of that timber must be made more responsive to the
lumber demand cycles in the following respects :

(a) Total volume marketed should increase or decrease with the forecasted
swings in lumber and plywood demand.

(b) Average sale size should be increased to provide greater assurance of
supply to mills in place.

(c) Average term of the sales should be extremed to provide the buyer with
flexibility as to time of timber removal.

(d) All sales should be on product index basis so that decreases in product
prices will not force marginal producers to close their mills.

(e) Sales should be on an acreage or lump-sum basis to encourage greater uti-
lization of the stumpage volume.

Interference with export of logs from Oregon, Washington and California is not
a solution for several reasons:

(1) Log costs are not pushing lumber and plywood prices upward in this period
of high housing demand and that

(2) A log export ban would not increase lumber availability and decrease price,
and probably would have the opposite effect.

(8) Much of the Nation’s forest resource is underutilized, and additional, rather
than restricted market, provide incentive for better utilization.

(4) Log exports thus have served to increase the domestic product supply, not
decrease it.

(5) The log export trade is important to a favorable U.S. trade balance, both
with Japan and with Canada. Thank you.

[The appended document to Mr. Bingham’s statement “Current Status of U.S.
Lumber and Plywood Production and Recommendations for Ways to Increase
Production by Increasing Volume of USFS Timber on the Market in 1973,”
follows :]
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CURRENT . STATUS OF U.S. LUMBER

AND PLYWOOD PRODUCTION AND

RECOMMENDATIONS FOR WAYS TO

INCREASE PRODUCTION BY

INCREASING VOLUME OF USFS
TIMBER ON THE MARKET

IN 1973

APPENDIX A

INTRODUCTION

The following is information on the current status of
lumber and plywood production versus capacity in four
regions of the U. S. The levels of production shown
in the following chart by U. S. census region explains
our concentration on the West and South.

The information on the Northwest, Inland, California,

and Southern regions is self explanatory. The closing
recommendations represent what we believe to be realistic
actions that can be taken immediately to lessen some of
the short-term pressure for wood products.
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WASHINGTON - OREGON REGION

SUMMARY

The Washington-Oregon Region offers some opportunity for production
increases in lumber and plywood.

CURRENT PRODUCTION

Lumber - Production for the first eight weeks of 1973 has peaked out
at about 84 MMBF per week, up from the seasonal/holiday periods.

Plywood - Current plywood production in Washington and Oregon
is estimated at 232.3 MMSF per week with a capacity of 229.1 MMBF
indicating a production rate of 101%.

OWNERSHIP

In the Washington-Oregion Region federal timber represents 49.5% of the
ownership, with industry 21.7% and small private 17.3%.

U. S. FOREST SERVICE - SALE ACCOMPLISHMENTS

The U. S. Forest Service Region 6 is the principal region for both Washing-
ton and Oregon. The 1971 fiscal year allowable cut for Region 6 was 4,390
MMBF and the actual sold was 4,770 MMBF. The estimated sell for FY 1972
is 5,210 MMBF.

GENERAL

Thne Wa-hin: ton-Oregon Region is generally operating at near-capacity
levels. During 1972, when U. S. housing starts increased by more than
60% over 1970 levels, Oregon-and Washington lumber production increased
by 1.7 billion board feet and plywood production by more than 500 million
square feet. Raw material supply has generally not been a limiting factor
in achieving capacity production in this region; Washington and Oregon
mills currently have about 2.8 years' federal allowable cut under contract.

Despite the generally adequate log supply in this region, there have
been some local shortages of specific log grades and species that are
limiting the ability of some mills to operate at full capacity. Recognizing
this situation, Weyerhaeuser Company last week announced two specific
steps that would be taken to alleviate localized log shortages.

In order to insure an adequate supply of cedar logs to state of Washington
lumber, shingle and shake mills, the company will give a first refusal
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option at domestic prices to any cedar produced from our
lands that is not needed in our own manufacturing plants.
At the same time, we will revise our logging plans to
increase the availability of cedar, which makes up

only 6.4% of the standing inventory in Washington's
commercial forestlands.

In Western Oregon, some mills are having short-term

log supply problems, primarily due to the inability to
reach high elevation national forest timber during the
winter. To alleviate this temporary log shortage,
Weyerhaeuser Company is making 50 million board feet of
low-lying timber available in areas that are roaded

and ready to harvest. We will require that mills buying
this timber log it within the calendar year to help
relieve the overall lumber and plywood supply situation.

In response to this announcement, we have received
many inquiries and our log marketing managers are now
taking steps to accommodate these requests, insuring
that any volume provided will be processed quickly
for the domestic market.

PROBLEM AREAS

1. Need some additional low elevation sales in Willamette
Valley area or Oregon and northern (Mt. Baker) area
of Washington.

2. Indications that rail car shortage will become a
serious bo*tleneck to not only product flow but some
flow of razw material such as green veneer to plywood
layup mi’ls. '
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INLAND REGION (INTERMOUNTAIN}

SUMMARY

The Inland Region offers a good short-term -opportunity for production
increases in lumber.

CURRENT PRODUCTION

In the Inland Region the peak sustainable production app=ars to
be around 95 million board feet/week, with 1972 matching closely
the 1971 seasonal variations except for a few weeks in mid-
summer 1972 when production fell short of the surge in 1971.
Production in the first nine weeks of 1973 seems to be running

a few percent below 1972, which may be more than a seasonal
‘difference. No consistent fall-off was evident in the last few
weeks of 1972, so early 1973 data may suggest some log shortage
or rebellion from overtime - although it still could be just a
seasonal difference. (See Chart Page.)

Plywood - Current plywood production in this region is esti-
mated at 24.2 MMSF per week versus a capacity of 23.6 MMSF
equalling a current production rate of 102.4%. :

OWNERSHIP

The own:ership in the northern and southern Rocky Mountain areas
(Intermountain Region) is 72.5% federally owned with the balance
neavy to small private ownerships 3.6% and industry 20.2%. Thus,
any significant increase in raw material availability will be a result
of federal agency actions.

U. S. FOREST SERVICE - SALE ACCOMPLISHMENTS

There are four U. S. Forest Service Regions that comprise the Inter-
mountain Region. The breakdown, as far as allowable cuts, financed
to cut and actual cuts, are as follows:
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Actual Cut Estimated Cut
Region Allowable Cut FY 71 FY 72
1 ) 1,671 MMBF 1,186 MMBF 1,136 MMBF
11 595 MMBF . 234 MMBF 315 MMBF
111 409 MMBF 316 MMBF 380 MMBF
v 740 MMBF 471 MMBF 428 MMBF

GENERAL COMMENTS

Many operators who are currently running on a normal seasonal one-shift
basis would expand production to a two-shift basis if they are reasonably
assured of additional timber harvest being available this spring, as soon as
road conditions allow entry to the woods. However, they don't want to risk
laying off employees in the spring when their log decks run out, unless
they can obtain and process timber quickly. They specifically indicated
additional needs above scheduled cuts as follows to get to two-shift capacity:

ADDITIONAL MMBF

REGION FOREST NEEDED THIS YEAR

I Beaverhead 20 MMBF
Bitterroot . . 30 MMBF
Gallatin : 20 MMBF
Lolo 100 MMBF

I ‘Big Horn 20 MMBF
Black Hills 50 MMBF
Grand Mesa - Uncompahgre 20 MMBF
Gunnison 20 MMBF
Medicine Bow 30 MMBF
Rio Grande 30 MMBF
Rooseveldt 10 MMBF
Routt 30 MMBF
San Jjuan i 100 MMBF
Shoshone ’ 5 MMBF

White River 15 MMBF



138

v Ashley : 5 MMBF -
Boise i . . 45 MMBF
Challis . 5 MMBF
Dixie 15 MMBF
Payette _ o 30 MMBF
Salmon . : . 10 MMBF
Sawtooth 5 MMBF
Targhee 20 MMBF
Teton 20 MMBF
Wasatch . - 20 MMBF

Additional delays in sales this spring will be caused by lack of personnel'
and financing to prepare new environmental impact statements. -

PROBLEM AREAS

1. Continuing trend of actual cuts being less than financed to cut
and allowable cuts.

2. Proposed cutbacks in authorized road construction funds and
engineering personnel.

3. Lack of direct funding or personnel to perform environmental
statement requirements.
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CALIFORNIA REGION

SUMMARY

The California Region offers the second best short-term opportunity
for production increases in lumber and plywood.

CURRENT PRODUCTION

Lumber - It is impossible to identify the current actual production
level in California as there is no single reporting agency. A
survey of three associations with members in California indicate
that there is at least $15%-20% additional production available.

Plywood - Current plywood production in the California Region
is estimated at 18.6 MMBF per week with a capacity of 23.6 MMBF
indicating a production rate of 74.9%.

OWNERSHIP

In the California area 52% of all timber ownership is in the federal
category with 15.8% industry and 31.8% small private holdings. Thus,
the greatest opportunity for change in supply exists with the federal
agencies.

-U.S. FOREST SERVICE - SALE ACCOMPLISHMENTS

The California Region is served by the U. S. Forest Service Region
5. The allowable cut for Region 5 is 1,949 MMBF. The actual cut
in FY 1971 was 1,75’ MMBF, and the estimated cut in FY 72 is 1,892 MMBF.

GENERAL COMMENTY

It is estimated that on a monthly basis the current cut is approximately
178.5 MMBF in 16 member firms representing 44 plants. These firms
could take another 36.1 MMBF footage per month, or an increase of

20.2% in the log supply.

Specific forests indicated that could provide added volume are as
follows:

Forest Additional MMBF/Month Needed

Klamath

Shasta Trinity
Six Rivers
Tahoe
Mendocino
Lassen

Plumas

Sequoia

N We OO0

VoI NO
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Forest Additional MMBF/Month Needed
Sierra .8
E1l Dorado -5

This survey of major plants in California did not indicate any
closures due to log supply at this time. However, it is expected
that within this month, if no additional logs are available, that
one member with four plants, in the Plumas-Tahoe forest area, will
close as will one plant in the Klamath forest area. It is probable
that some smaller mills, not contacted, might be closed now.

PROBLEM AREAS

1. Although actual cuts are comparable to allowable cuts, additional
federal timber could be processed in the California Region.

2. Again, it is reported that some programs for next summer will
not be available due to lack of funds and personnel to process
required environmental impact statements.
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_ SOUTHERN REGION

SUMMARY

No significant short-term opportunities for production increases exist
in this region.

CURRENT PRODUCTION

Lumber - Current lumber production in the Southern Region

. (seasonally adjusted) is estimated at 35 MMBF per week against a
capacity of 35 MMBF equaling a 100% production rate. (See
chart page.) '

Plywood - The current plywood production in the Southern Region
is estimated at 114.1 MMBT per week against an installed capacity of
103.5 MMSF or current production rate of 110.2%. .

OWNERSHIP

In the Southern Region federal timber ownership only represents 7.4%
of total ownership with industry owning 18.3% and small private owner-
ships - 72.4%.. This means that there is little that federal agencies can

do to improve the situation in the South.

U. S. FOREST SERVICE - SALE ACCOMPLISHMENTS

The U.S. Forest Service Region 8 is the principal region for the southern
area. [he 1971 fiscal year allowable cut for Region 8 was 659 MMBF, and
the actual sold was 575 MMBF . In the 1972 fiscal year the allowable cut was
1,156 MMBF, and the estimated sold is 1,050 MMBF.

GENERAL

The production versus capacity figures indicate that no major problems
in production exist in the South. There are some spotty cases of log
shortages, but they are all due to weather problems. In the North
Carolina area a year and a half of bad weather has made the log flow
problem critical, but not enough to affect capacity production except

in remote areas. In the Miss./Ala. and the Dierks area, the same
statement applies (any problems are strictly due to weather). A
substantial problem in pulp wood supply exists in the Miss./Ala. Region,
but this is due predominantly to weather and the small "mom and pop
operations" that supply this pulp wood. '
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PROBLEM AREAS

No significant problems exist in the Southern Region.

STUMPAGE PRICES

The following chart shows the average Southern pine stumpage
costs from 1950 through the end of 1972,

The rising prices of stumpage in a region that has no exports
of logs reinforce the point that stumpage prices react to
supply and demand relationships that are directly tied to
housing start levels, and not export sales of raw material.
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RECOMMENDATIONS TO INCREASE THE VOLUME OF NATIONAL FOREST TIMBER

ON THE MARKET IN 1973

The current strong demand for lumber and plywood is taxing the
ability of the industry's production facilities to maintain an
adequate flow of products into the market, which in turn is gen-
erating a strong upward pull on prices. Additional production is
possible in some regions through the addition of second shifts and
. overtime if the industry becomes.confident that an additional
supply of logs would be available this spring. The following rec-
ormendations are offered as positive steps that the Forest Service
and Bureau of Land Management could take to demonstrate to the
industry that the Administration recognizes the urgency of the
situation. They are not long-term solutions but actions that will
offer immediate actual and psychological relief to the problems at
hand. i

1. Environmental Impact Statements - Many Western Forests report
that preparation of NEPA statements will be a major cause
of delay in the ability to offer timber sales this spring.
There appears to be much internal lack of coordination among
the functional divisions in the various National Forest head-
quarters regarding the timely preparation of NEPA statements
in a manner that will assure that the financed sell volume
is actually offered.

It would be helpful if the industry knew that the Administra-
tion was assigning the highest priority to preparation of
NEPA statements in Regions where timber sales are needed to
alleviate log shortages. Regions One, Two, Four and Five
would berefit most from this effort, and to a lesser degree
Region. Three and Six.

This situation is serious enough to suggest that the Secretary
of Agriculture direct the Chief of the Forest Service to
insure that the Forest Service is not over-reacting to NEPA
statement requirements. The Forest Service should do what is
needed, by Region, to relax NEPA statement requirements in
order to make planned harvest volumes available, even at the
visk of incurring court action by environmental groups. We
recomnend that the Forest Service establish a traveling task
force to insure NEPA statement preparation is coordinated
from the individual National Forests to the Washington Office
and CEQ. It is essential that the Forest Supervisor's staffs
understand the urgency of insuring timely preparation of the
NEPA statements. ’
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Road Construction - We recommend that steps be taken immed-
lately to Insure that construction funds are spent to finance
new construction of relatively low cost per mile access roads,
rather than reconstruction of existing roads or development

of more costly forest highways. If possible, an adequate
share of the money should be spent on contract or in service
engineering of roads to be built by Federal timber purchasers
in conjunction with planned timber sales.

An additional opportunity to accelerate access construction

can be obtained by placing priority emphasis on cooperator
construction in cost share agreement areas where private

and Federal lands are intermingled. In most cases the pri-
vate cooperator will be more than willing to perform the actual
construction if the necessary NEPA statements and easements

are expedited by the Forest Service.

Again, a task force could help realize the opportunity that
exists here; at a minimum the individual Forests should place
priority on the task and insure that road construction plans
identify all opportunities where cooperator construction
could provide quick access to National Forest timber.

Timber Sales Administration - Perhaps the most important thing
the Administration could do to provide a psychological up-
lift to Federal timber purchasers, would Ee to insure that
the Forest Service and BLM will strive to meet their allow-
sble cut commitments in 1972. Despite cuts in funding and
manpower limitations, it would be very helpful if the
Federal agencies displayed an attitude of doing everything
they can with the resources they have, rather than evidence
a negative, defeatist attitude. The Secretaries should get
& commitnent from all VWestern Regions that they will respond
to the nation's need for wood.

Akmong the short-term measures the Regions should take would
be a determined effort to move FY1974 sales into the first
t.alf of the year, streamlined sale preparation measures where-
ever Federal timber is sold on a log scale basis, and monthly
¢vacking of loz supplies at the mills to know where emphasis
should be placed on making more sales available. In the
Viestern states it would also be helpful if the Forest Super-
visors encouraged their timber purchasers to perform snow
removal &nd road maintenance in order to start operating
sales under contract as early as possible. Purchasers are
sometimes prevented from getting an early start on spring
sales due to the conservatism of some local administrators
who object to the increased road maintenance made necessary
by early spring operation,
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Manpower Allocation - Manpower ceilings have placed both a
real and imagined burden on the National Forest in accomplish-
ing all of their multiple use goals. In response to the need
for increased log supply in some Regions, it would be
desirable if the Regional Forester and Forest Supervisors
could reassign their professional staffs to give attention

to priority problems. Such tasks as NEPA statement prepara-
tion, timber sale preparation, and right-of-way administration
must receive emphasis if the allowable cut goals are to

be achieved. Undoubtedly, there will be some defensiveness

if people are reassigned from other projects, but strong
leadership by the Regional Foresters and Forest Supervisors
could accomplish much in the short-term. There should be

no need to neglect other multiple use goals if the task

is approached with a positive attitude.

Price Controls - In addition to increasing raw material
availability, the government must administer its price

and margin control program to permit mill operators to

make a reasonable return on the increased production. This
means that price and margin controls should not be maintained
at levels which will result in a disincentive to increase
production.
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Mr. Asurey. Thank you, Mr. Bingham.

That is a good statement, and I am sure it provokes a number of
questions, not only among those of us here but among your fellow
panelists.

Mr. Rees?

Mr. Rees. Thank you, Mr. Chairman.

Maybe I should address my questions to all of you.

It is my impression from the testimony that all of the mills are
producing at full capacity, that there is really not any excess mill
capacity available.

Mr. Bixermam. Mr. Congressman, I am sorry. I obviously created
that impression. There is unused capacity in the States of Montana,
Idaho, and California in particular, and in the appendix we made
some specific suggestions as to how much more a volume of logs in
those producing regions would bring more products to market.

Mr. Rees. What do you estimate to be your log inventory for the
Pacific Northwest?

Mr. Bineuad. At the current time, the inventory of logs—I do not
have the number, Congressman, but

Mr. Rees. Would it be sufficient to keep your mills going for 6
months or 1 year,or 2 years?

Mr. Bixcuam. Most of the mills do not carry that large an inventory.
The inventory—I will put it this way—is large, relative to past years.
We have had an open winter which has helped. However, the mills
are concerned about the supply of logs out in May, June, and July.
The responses that we have had in the past couple of weeks are that
the mills have an adequate supply of logs to the current operating
posture; they are a little bit concerned about what might happen
unless the Forest Service gets up to a sustainable cut pretty quick.

Mr. Rees. In listening to the testimony, it is my feeling that there
is some confusion between finished lumber and logs. It appears that
most of the mills are working to capacity in producing finished Ium-
ber, but that the mills do have an adequate supply of logs. On the
other hand, we are also exporting logs to Japan, and it appears that
if we had an embargo on logs to Japan it really would not affect the
domestic price structure, nor would it affect the amount of finished
lumber being produced by the mills.

Mr. BixguaM. I think it would be just the opposite. Two billion feet
are moving out of the State of Washington where mills are operating
at capacity. If you force the Japanese out of the log-buying market,
vou would force them to buy from Canada. This would divert that
important flow of Canadian lumber away from the U.S. market. That
would probably have the effect of increasing lumber prices in the
United States. not decreasing them.

Mr. Rekes. This is what concerns me. I am familiar with exporting,
because I used to be an exporter. It always seems to me that, during
a time of domestic production when the demand is heavy, we want
to curtail exports, but once we curtail our exports during a good period
it means that we do not have those exports during a bad period. I am
afraid if we had an embargo with Japan that the Japanese would
develop a new market in Canada and would never come back to the
market in the United States. What are your thoughts about that,
especially since we had a $3-billion-a-year trade deficit with Japan?
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Mr. Bincuam. We have been very concerned about that. If you will
look at what happened in the cyclical downturn in 1970-71 you will
find that many of our mills, that otherwise might have closed, were
able to stay in production because of the Japanese log-export market.
The Japanese were buying the middle-quality logs which brought
the timber on the market, and the mills were able to use the low-quaﬁty
logs and produce for the domestic market. We had fewer mills forced
out of production in the downturn of 1970-71 than we did during
the last of the 1960’s when we did not have the economic activities
ir; t}if, market available from Japan. I think there is a very real risk
of that.

I would also comment, Congressman, that we are now moving to
Japan wood chips equivalent to nearly 1 billion board feet in log
form, which is a very important trade with Japan. It was material
that was being burned and wasted in our forests in the West, and
I think a log-export ban would interfere with a significant portion of
that trade with the demand rising and would be setting a chain in
motion that could be very serious to the strong need we have for
exporting wood chips.

Mr. Regs. I was wondering if anyone in the panel is in favor of an
embargo?

I understand that Senator Cranston from my State and Senator
Packwood have a bill which would call for a complete embargo of
all log exports to Japan. Is anyone on the panel in favor of a complete
embargo ?

Mr. MarTiN. Yes, sir; we are in favor of an embargo. In fact, we
would like to have an opportunity to present some statements in
rebuttal to some of the remarks that were made.

Mr. Asucey. If time permits, that is exactly what the chairman
intends, that you be able to conduct a colloquy among yourselves for
the record. I tgink that would be quite informative.

Mr. Martin. We would like an oportunity to present some printed
material afterward, because some of the statements made were at
odds with the knowledge and the information that we have received.

Mr. Asarry. Any additional statements that any of you wish to
submit will be included in the record.

Mr. Martix. Particularly with reference to the capacity of mills
and the fact that they are all producing at capacity. We understand
there are mills on the west coast that are closed down completely be-
cause they do not have logs. When we are exporting, when there is
mill capacity and we are sending logs to Japan, we are exporting
jobs and we are importing finished lumber from Canada.

Mr. Rees. Well, I wish you would get the factual situation tied
down as to how much mill capacity there is in the Pacific Northwest,
how much mill capacity is being used at the present. time, exactly how
many logs are on hand, and if the actual export of logs really does
keep mills from producing?

Mr. Asarey.' Could you comment on that, Mr. Mullin ?

Mr. MurLin. Yes, Mr. Chairman,

The question really was raised as to mill capacity, and I think here
you are dealing with something that is not clearly definitive but more
or less is a matter of opinion—and the opinion of those who were
involved at that particular time. '
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About a week ago, I was in atteridance at a conference of the North-
west Timber Association. That is a group of Oregon lumbermen. I
believe they belong to Mr. Hodges’ NFPA. They met in California,
and, in talking with these people, almost all of them felt that they
could, in fact, increase their mill capacity on very short notice, pro-
viding they could be assured of logs in the future. They felt very, very
concerned about the log supply, particularly from the National Forest
Service. They did say that if they were assured of an increased log
supply they would, in fact, increase their production within probably
30 to 60 days. They also said that an increased supply of logs——
_ Mr. Asarey. Did they indicate how much their production could be
increased ? :

Mr. MurLin. I would say that 20 percent was the average that I got
around the group, by increasing 1 day of production per week, per-
haps 1 hour per day, and some of them would go on double shift.
It could be a significant increase among those mills, and I should say
that all of those mills that were represented, or almost all of -them,
rely on Federal Forest Service land or the Bureau of Land Manage-
ment land for their timber. '

Mr. Rees. Well, the Morse amendment limits the amount to 350
million board feet out of Federal land capacity. Now, what is the
Federal total land capacity at the present time ?

Mr. MurriN, The U.S. Forest Service has about 187 million acres;
however, about 90 million of that would be considered commercially
producible forest land. '

Mr. Rees. Yes; I am wondering, because the Morse amendment
stated it in “million board feet.”

Mr. MuLLin. We also feel, and I think there are others who join
with us in the feeling, that the Morse amendment, really, is not too
effective in controlling substitution of Federal timber for private
- timber exported. You gentlemen are familiar with the substitution

part of this. ‘

Well, without going into it any deeper or making a longer state-
ment on that subject, 1t seems to be ineffective in its present form, and
-we feel that it should be clarified and perhaps strengthened.

Mr. Rees. Would that be a germane amendment to this bill?

- - Mr. Asarey. I am wondering a little bit about that.

- You might want to be a little bit more specific, either now or for
the record, with regard to specific proposals in that regard, Mr.
Mullin. '

Mr. MurLin. I could present to you at a later date specific proposals
that would cover that substitution section. We feel, to be very brief
on this subject, that the exports from forest land should be reduced
to zero from its current 350 million feet, and the reason for this is to
stop the Japanese bidding against the American firms for U.S. forest
" timber. We feel there should be a very strong substitution law to keep
the people from selling their own timber and then replacing it, of
course, -with the forest timber.

Mr. Asurey. Mr. Blackburn. :

Mr.: BLackBurn. Thank you, Mr. Chairman. .

I find myself having somewhat mixed emotions at this particular
point. We have been complaining to the Japanese about the balance-of-
trade problem we have withthém, and I think they are acting-in good
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1faifih in buying timber from the United States, which we want them
o do.

Now, I am a little concerned about the dispute, the factual dispute,
that I see developing here. If the sawmills are operating at capacity
or near capacity, then, to increase their supply of logs in the North-
west region would not really solve any problem, as I understand it.

Am I to understand, Mr. Martin, that you are suggesting a total
embargo, even from private lands, on logs going to Japan, or are you
just talking about Federal land sales?

_Mr. Marrin. We are talking about a temporary embargo until such
time the demand-supply situation gets in balance. I realize that it is a
difficult thing. We are asking the Japanese to buy something in return
for all we have been buying from them. But there is a
_ Mr. BrackBuUrN. To me there is a little bit of constitutional question
involved here. I am worrying. Do you have the kind of authority to
tell a private owner of timber that he cannot sell it abroad?

However, I do not want to get into that discussion.

Mr. MarTiN. The President does have that authority.

Mr. AsaLEY. He does. That is what the Export Administration Act
is all about. )

Mr. Bracksury. We might have a lawsuit to find out if the Congress
has the authority to do what we try to do sometimes. Let me pursue
this question.

How does the price of the finished Canadian lumber which is deliv-
ered in the United States compare with the price of lumber produced
in the United States and delivered to the same market, and where is
the Canadian lumber going?

Mr. MarTIN. It, basically, goes all over, but it is more inclined to go
to the Northeast and the Midwest than it is anywhere else, because
of freight rates and delivery. '

hMI’; Bracksurn. How does it come to the Northeast, by rail or by
ship? -

Mr. MuLLin, Shiploads.

Mr. BrackBurn. By ship.

Now, how does the price of that finished lumber compare, when it
is delivered from Canada, with similar lumber when it is produced in
the United States by U.S. citizens ?

Mr. MarTin. It 1s about 22 percent of the total market, so it has to
find its level, depending on if we have a shortage. If we have a short-
age, they do very well and their prices go up, and if we have an excess
their price goes down.

Mr. Bracksury. Well, T am to understand, though, that it is
competitive ?

Mr. MartIx. It is competitive, yes.

Mr. BrLacksurn. Now, if we terminated those Canadian imports
by insisting that we buy from local producers, would that decrease
the price of lumber or would that increase the price of lumber?

Mr. MarTiN. If we increased the domestic supply, over the long haul
we are going to stabilize prices. This is the only industry in which
prices 2o up relative to increased production. If you double the produc-
tion of automobiles the prices will not go up as much as this. It is not
cheaper by the dozen; it is one of the few commodities that is “fwo
for a nickel, three for a dime, six for a quarter.” The more you buy
the higher it gets.
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Mr. Brackpurn. Obviously, it is a demand inflation that we are
seeing ?

Mr. MarTIv. It is a demand inflation, and our overall objective is
to increase the long-range supply. We agree that the Federal forest
management has to be changed; that the Office of Management and
Budget should fund the money for forest management; and that the
Government should take a positive approach over a foreseeable num-
ber of years and indicate that they are going to make the Federal forest
lands available, within the Forest Service management recommenda-
tions, to make the timber supply available. Qur facts in our survey on
the west coast indicate that the capacity is not being utilized because
of log shortages and that the present mills on the west coast could
use about half of the amount of lumber that is being exported and
handle that production.

Mr. BrackBurN. Say they could use about half of the logs that are
being exported, well, then, would we just reduce ourselves by half and
would not accomplish anything as far as increasing supply ?

Mr. MarTiN. We are not recommending a permanent embargo. We
are recommending a temporary embargo until the supply situation gets
in balance.

Mr. Bracksurn. Well, T would feel that we would be running con-
siderable risk to turn off the spigot entirely but to turn it back on 6
months from now, or a year from now, and expect those markets to still
be available. That is one of the points. We have got to maintain some
consistency of supply.

Mr. Martin. From a domestic standpoint, we are being asked not
to do that now. just to do without it. So, it is a question of whether
youtake care of those at home or someone else.

Mr. BrackBUrN. It seems to me that the more practical solution
would be to demand that the Federal Forest Service open up its sales
more on the domestic market where they have it available, the lands
and the timbers. But they are not opening up the sales adequately
to meet the demand, and we have a demand inflation; so, the solu-
tion is to create more supplies by opening up the Federal forests more.

I could sit here and say, smugly, that “I told you so” to some of my
colleagues, because I voted for the Timber Supply Act years ago,
and it was hooted off the floor by all of our ecology groups. Well,
I am hooting back at them right now.

Mr. AsuLEY. If the gentleman, before he hoots too loud—what were
the figures on the diminution of the President’s fiscal 1974 budget?

TIs it not—who had the testimony on that? It was down substan-
tially, was it not ?

Mr. Muruw. I did. As I recall, it was down by $105 million, and
the three items that were hit the most were reforestation, fire preven-
tion and fire control, and roadbuilding.

Now, these three items, if you will look at them, are the three items
that produce lumber or produce the ability to obtain this lumber.

Mr. Asarey. Well, I thank the gentleman for yielding. T just want
to admonish him to temper his hoots.

Mr. BrackBury. Let me just say, “Do not visit the sins of the
administration on my head, because”——

Mr. AsarLey. Because your head is not that big?

Mr. Bracksurx. Because the Timber Supply Act would have met
those very needs, I think.
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Mr. Asarey. Well, thank you, gentlemen.

Mr. St Germain ?

Mr. St Germain. T would like Mr. Bingham to comment on whether
or nc;t there is, in fact, additional mill capacity in the Pacific North-
west ¢

Mr. Bingaam. I think, Congressman, that we have to realize that
there are two kinds of capacities. One is more hours and more shifts
out of the mills that are in place and the other is new facilities.
Against the historic operating posture of the mills in our two States,
on the tracking we have done, these mills are operating above their
rate of capacity. I am sure that the gentleman is right, that you could
find an individual mill in these two States that could say: “If you
put in front of us logs for the next 2 years, we will add another shift
or we add some overtime.”

As a matter of fact, our company, concerned about this issue be-
cause of our timber inventory in the West, 2 or 3 weeks ago made
precisely that offer to the consuming industry in the two States. We
said we wanted to do two things: First of all, with the demand for
red cedar in the domestic market, we would divert all of the red cedar
out of the export market and make it available to the domestic indus-
try at domestic prices, and, second, we would try to bring more timber
to market in front of individual mills who would assure us if we
supplied them logs they would add capacity. We have had a number
of inquiries from mills in the two States. As a matter of fact, we
were helped by our homebuilding friends who sent out a form letter .
to all of our friends in the States of Oregon, and Washington, and
California, I think, although we do not have much timber in Los
Angeles, and asked them to tell us what they could do. We have been,
in the last 2 weeks, trying to get this data collated. I, as far as I can
tell, think it will not add much production in the States of Oregon
and Washington. It would not significantly increase the supply.
~ Mr. St Germain. In other words, you are disagreeing with the 20-
percent figure that Mr. Mullin cited?

Mr. Bixeuam. T guess T am. T certainly would not disagree with the
tremendous opportunities to increase the supply in the States of
California, Montana, and Idaho, and I do not know whether Arnold’s
members were limited to just the whole region or what.

Mr. Muriin. The whole region of Oregon, but limited to that State.

Mr. Bineuan. I think there is this legitimate problem: Any mill
operator, if he had an adequate inventory, could add more capacity,
but he is not doing it. But, as Mr. Mullin said, if he had an assurance
that he was going to have more timber before his mill 6 months from
now and he had assurance that the allowable cuts from the local forests
are up to the normal level, he would be more willing to add the people
and add the shift, and incur the overtime operating costs, than he is
if he thinks: “Well, if T do that, I am going to be laying off the crew
3 weeks down the line.”

Mr. Asarey. Would the gentleman yield at this point.?

Mr. St GErMAIN. Just let me say this: We have got to get this right
out in the open. You are talking about logs from other than private
sources. Assurance, in other words, from the Federal Government
that certain steps will be taken. However, are there not private sources
of logs available to these same mills? Could not private friends, private
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log-producing companies, state: “Yes, we have got the logs; we will
supply these logs to you for 2, 3, or 4 years?”

Mr. Binermam. Well, that is exactly what we have done in the two
States to the limits of our ability in the operating areas. I think it is
important to remember that something like 75 percent of the log supply
in the State of Oregon comes from the national forests. It is a very
high proportion of the total softwood.

Mr. St GerMaIN. Actually. here is what I am trying to find out:
Are there private sources available to these mills who need assurances
of a continued supply for a definite period into the future?

Mr. Bingaam. Congressman, I believe

Mr. St GermaIn. Or is their only source of guarantee the Federal
Government ?

Mr. BineHAM. I believe that my company is the only net seller
of timber, and so that, while there is other private timber, they are
using that in their own mills, and trying to buy some off the public
lands. So, I think the answer is “No,” that there is not additional
private supply of any size available to the using mills.

Mr. St GermaiN. You are telling me, in other words, that your
supply is not close enough to the mills in question ?

Mr. Bixeaam. In Oregon, yes.

Mr. St GErMa1x. Oregon ?

Mr. Binoram. Yes.

Mr. St Germai~. Mr. Hodges ?

Mr. HopgEs. I want to talk to the conflict of the 20 percent of addi-
tional capacity Mr. Mullin mentioned and the group he was talking
about is in southwestern Oregon. In the whole State of Oregon, only
about 12 percent of log exports originated, 82 percent originated in
Washington, and the people that Mr. Mullin talked about that could
exp{a)gd their production 20 percent are totally dependent on Federal
timber.

Mr. St GErMaIN. There is no private source ?

Mr. Hobces. Relatively none available to them. If there is, it is in
scattered tracts, and maybe some railroad-owned timber.

Mr. St Geramain. Nothing substantial ¢

Mr. Honges. The exporters are going to buy it because they are
going to pay considerably more than it is worth in the domestic
market, so these people that Mr. Mullin is talking about are not in
the major export area, and they are primarily all dependent on Federal
timber. So these two statements here are not really in conflict.

Mr. Bingham is talking about production capacity in the Pacific
Northwest, meaning the area of Washington from which 82 percent
of the logs are originating. Mr. Mullin is talking about the south-
western part of Oregon.

Mr. St GerMaiN. You know, I am told that, in order for mills to
operate economically, vou cannot move a log more than 150 miles.
In other words, the mills should be within approximately 150 miles
from the source of the log; is that correct ?

Mr. Honces. Yes. and even that is a pretty healthy distance.

Mr. St GermaiN. Yet you say, if we stop exporting logs to Japan,
they will then go to the Canadian market. The Canadians will not
sell them logs. The Canadians will only sell them finished lumber;
is that not correct.? :

95-816 O - 73 - 11
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Mr. Bineuanm. That is correct.

Mr. St Germain. All right, so the Japanese can take the logs that
we cannot move more than 150 miles, and move 